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ABSTRACT 


Credit unions in Saskatchewan originated as a result of the 
SCarcicy OL Crediteand the long history of conflict over resources 
and/or positions arising out of Canadian development policies. 

The settlement and development of Western Canada was promoted 
as a means to defend the western plains from annexation to the United 
States and to develop eastern commerce and industry. This purpose 
Usec carly estated in the utterances of the politicians responsible 
LOtenationa le policysatethertamesot, Confederation. The building of the 
transcontinental railway, the tariff policy as well as the inducements 
Tomsccutclec=thic plains reszion alljwere intended to serve these purposes. 
In the process, the Canadian agricultural industry always was sub- 
Servient to the needs of other industrial and commercial development. 

The farmers of Saskatchewan, like their farm neighbors in the 
OthcrePrairie Provinces were constantly involved in a conflict for 
the control of resources and/or positions with eastern business and 
commerce. The solution of grain storage and transportation problems 
brought marketing problems to the fore. The farmers produced the grain 
but others controlled the storage, transport and marketing facilities. 
The interests of the farmers always seemed to come last. 

Farm development capital was always scarce but in the drought 
and depression of the 1930's, credit of all kinds became virtually 


non-existent. As a result of a desperate need for credit and of 
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their experience in using the co-operative form of organization, 

the people of Saskatchewan formed credit unions as a way to gain 
control of the scarce resource of credit. These organizations grew 
rapidly and they became increasingly complex. The leaders of local 
credit unions formed a number of central organizations to handle tasks 
beyond the power of any single unit. In addition, services were 
expanded to, Giveemembers access tolother, "banking" services such/ias 
chequing. 

Theirerapid erowth, botheins size end services offered, brought 
THemMeINCO cirecieconrlicts Mometneecontrolyor resources and position 
with other@financialsintermediarieseespecially’ thetchartered banks. 
This conflict gradually became institutionalized into competition 
over savings and loan services with the result that at least some of 
Eiescontlictspecameminternalized ine internal contlict revolves 
around the need for adopting rational business practices to meet 
competition versus direct member participation and control. The 
resolution of this conflict will direct and shape the future 


development of credit unions. 
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CHAPTER, I 


CONFLICT THEORY AS THE RESEARCH PERSPECTIVE 


The purpose of this study is to describe the role of conflict in 
the adjustment and adaptive process of a large, financial-service co- 
operative organization. This chapter will outline the theoretical 
perspective used in studying the development of this complex 
organization. The organization to be studied is made up of nearly 
three hundred Saskatchewan credit unions and their central organizations. 

Conflict is viewed as antithetical to the harmony and stability 
stressed in the perspective which holds consensus and integration to 
be the basis of organizational functioning. In order to clarify the 
eon ectstemeorvenerspective, it will be compared and contrasted to the 
Imncescaci@onpone consensus theory perspective. It will be shown that 

Cromcontlicunperspecci Ve, .eveletnougn Wl iS aipartial view sot social 
reality, is an essential counterbalance to excessive emphasis on 
consensus and integration. 

To show that conflict is part of ongoing social process, the study 
will outline the historical background of this co-operative organization's 
development. The purpose will be to show that historical consequences 
helped to shape the development of producer and consumer co-operatives 
and led to the formation of credit unions as locally owned and controlled 
financial intermediaries in the Province of Saskatchewan. In order to 
carry out the proposed description of conflict relations in this complex 
organization, the following sections of this chapter are used to develop 


the conceptual framework of the study. 
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1. COMPLEX ORGANIZATIONS 

Complex organizations are not new social phenomenon for they have 
existed in a variety of forms throughout the recorded history of man. 
However, their number, size, scope and pervasiveness have a comparatively 
recent origin. These latter qualities along with their need for conform- 
ity and similarity are partially responsible for much of the impersonality 
and sterility found in complex organizations in urban-technological 
SOCLELLESs 

Max Weber stated that bureaucracies (complex organizations) had 
achieved the highest degree of technical superiority known to man? but 
Nepal s OBexpresScdihiiseseriouspreservations asttogthenrveffectaon 
endividuaisegene telieit Wasgnecessaryeto opposeathe paralielatrends 
of increasing rationalization and bureaucratization or, "the world 
Couldfonegday ebe frliedawithenothingsbut dittlesecogsy Lattlecmen 
Glingingeto latthe jobsvand striving: toward biggervones"' and that it 
was necessary "'to keep a portion of mankind free from the parcelling- 
out of the soul, from this supreme mastery of the bureaucratic way 
of Tee wus 

Even if Weber's pessimistic view of complex organizations is 
exaggerated, it is obvious that they play an ever increasing role in 
the life of the individual in urban-technological societies. It is 
also obvious that they have raised as many problems as they have 
solved. 

Thus although complex organizations have made it possible to 
carry out large scale social tasks, they have also had many unintended 


consequences and even many positively dysfunctional consequences. 
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Merton, for example, discusses two kinds of dysfunctional consequences. 
PIest a esverets sto tie trained incapacity or rigidity resulting from 
the training emphasis each leads to inappropriate responses in 
changed conditions. Secondly, there is the displacement of goals.” 
The means of achieving a goal may displace the ae to the point where 
rules and regulations developed to make the goal attainable displace 
the goal or purpose of the organization. 

It is in dealing with factors such as these that Crozier suggests 
bureaucracies must first be understood before anything can be done 
about the problems they create.’ By examining the conflict process in 
organizations, this study is attempting to extend the understanding of 
Ssocialurelatvensein CompléexWorganizations .(eSince dthistaécase®study, 
generalization will-not be possible. 

The concept of complex organization will be used to denote a 
particular type of social organization. It will be understood to mean 
a’social collectivity formally organized to achieve a set of particular 
goals, ends or social tasks.” Easton has stated two essential 
characteristics of complex organizations (he calls them parapolitical 
systems). First, they are elements or sub-systems of more inclusive 
systems and second, they have less power to regulate differences than 
do the more inclusive social organizations.° implicit in thestagst point 
is the fact that complex organizations are subject to influences from 
the environment and in turn, influence the environment. It is the same 
as Thompson's reference to an open system’ or the view expressed by 
Crozier that organizations must cope with uncertainty.® inewsecond 


point raises the obvious consideration that organizations are con- 
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strained or limited in their activities by outside influences. 


2. CREDIT UNIONS AS COMPLEX ORGANIZATIONS 

Credit unions are complex organizations although like other 
organizations they have certain distinctive features. They are co- 
Operatives being user owned and controlled and as such, organized on 
democratic principles. In addition, they are voluntary organizations. 

This last characteristic is a matter of degree, for all organ- 
izations have certain voluntary aspects. It is generally held that 
mutual benefit associations, service and recreation clubs, labor unions 
and co-operatives afford a choice for entrance and exit for potential 
or actual members. Credit unions, except for minimum rules defining 
desirable membership characteristics, allow comparatively open choice 
formexttwavdvenery. Yet tunis distinction cannot be carried too far; 
fOreeVel tne aieinciusive state atLords sOMe choice througn 
immigration and ultimately the choice of death over compliance. 

The major criterion of the voluntary nature of an organization 
isather degree of sacrifice or Toss suffered to leave Oieecitcl mmmstiic 
Vessetnew oss or Sacrifice suffered, the more open is the choice: 
Although pecuniary or material loss would usually be major considerations, 
emotional attachment or positive value orientation may be equally 
important. In credit unions, pecuniary costs would usually be low but 
emotional attachment or positive value orientation might be high 
depending on the degree of commitment to co-operative ideology. Since 
voluntary organizations like credit unions have little coercive power 


to enforce participation, they must generally either offer better 
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service, emotional support, relative social position or a combination 
of all to retain the loyalty of the member. 

The epfectavenes spo fedéemocratic contro lh hinnorganiizationsdike 
the credit unions has frequently been under question - even internally. 
Craig has carried out an exploratory study of democracy in an 
agricultural marketing co-operative.” In his view access to positions 
GL Comerol hiswot ikey ssi oniicancelinidemocratic control. Not only can 
a member participate in democratic decision making through participation 
in meetings, elective office and informal contact, but in a voluntary 
organization he may register a dissenting vote by leaving the organization. 

There is always the question of whether or not the member is con- 
cerned about participation, particularly if he gets the kind of service 
or return he expects from his organization or at least service similar 
to that given by a comparable organization. McCrorie, in examining 
the Saskatchewan Farmers Union from a social movement perspective 
suggests that participation increases during periods of surge or up- 
Swing when there is a focusing on a particular issue or goalla-s This 
impliéstthat;thevapathy of stability as replaced by a’surge ofeactivity 
Ingartcrises: 

Ribert Michels raised the issue of the potential for oligarchic 
contro1++ in democratically oriented oreeni zabions see Studies in labor 
unions suggest that his “iron law of oligarchy" is .generally true of 
these organizations. The few exceptions suggest that they are isolated 
instances rather than the rule and that those voluntary organizations 
13 


which are democratic have legitimized intra-institutional conflict. 


A number of schools in organizational theory hold that conflict 
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1s dysfunctional. -* It can certainly be dysfunctional but there is 
no inherent necessity that it must be, for it can have positive effects. 
From the perspective of certain democratic theories, it has been held 
that the institutional conflict of party politics is a necessary 


condition of democracy. 


ae TWO PERSPECTIVES IN SOCIAL ORGANIZATION 

A variety of theoretical perspectives have been developed to aid 
in understanding social organization. ?° This study does not propose to 
offer any additional theories nor to critically assess the existing 
ones. Instead it will contrast and compare two perspectives which are 
PDI ct imimathesemtheorbes. 

Dahrendorf, in discussing what he calls the coercion theory of 
society states the history of Western political thought has been 
divided between two conflicting ee co He claims that these two 
views are attempts to explain the basis of societal cohesion and order. 
Both views are known by various names, so that the names used here are 
a matter of personal preference. Conflict theory emphasizes constraint 
ands torcemas the basiseot Societalecohesionsaintegrablon incor. son 
the other hand, emphasizes consensus and agreement. He holds that 
neither view can deny the existence of the other since both are partial 
views of reality with neither exclusively valid. In fact in his view, 
they are complementary aspects of social structure, 17 

Although thisestudy, will concentrate on the conflict or coercion 


perspective as the basis for the analysis which follows, it does not 
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deny the validity or reality of the integration or value consensus 
perspective. The emphasis on the conflict perspective in this study 
is viewed as an attempt to counterbalance the tendency in North 
American sociology to emphasize the integration perspective. As 
Moorewsucgests.. ‘lt must be noted, however, ’that attention to conflict 
is properly viewed as a corrective to social system models and not as 
a substitute."t8 

Olsen feels these two perspectives should be viewed as comple- 
mentary rather than as alternative views of reality. !> Horowitz states 
an excellent case for reducing a one-sided emphasis on either per- 
spective and suggests combining them in a theory of co-operation. -? 
Van Den Berghe, in fact, attempts in a preliminary way to show the 
way toward a synthesis of these two perspectives through their 
Complemencary aspects. He States, It 15 not enough to say that two 
theorressare complementary and™canibe uSed ad hoe for different pur- 
poses; one must also show that they are reconcilable."'*7 In pointing 
out four major areas of overlap, he establishes the basis for such 
synthesis. -* This study will_not, attempt such a synthesis in any 
direct sense although it acknowledges both perspectives while em- 
phasizing one. 

Before beginning separate analysis of- each of these two theoretical 
perspectives, a brief comparison will be made of the assumptions under- 


lying each perspective. 
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CHART 1.A 


THE ASSUMPTIONS OF INTEGRATION AND CONFLICT THEORY 


CONFLICT THEORY 


CHANGE IS EVER PRESENT IN 
SOCIAL ORGANIZATIONS 


Sincercontlict is present 
in all social relations and 
Sicoacontlicterelations 
lead to change in social 
structure, change is always 
and everywhere present. 


CONFLICT AND DISSENSUS ARE 
PRESENT IN ALL SOCIAL 
ORGANIZATIONS 


Power relations are an un- 

derlying fact of all social 
organization and they result 
in conflict and dissensus.25 


HETEROGENEITY OF SOCIAL 
ORGANI ZATION 


iiecemisenOsaifecr reference 
to heterogeneity, however it 
is assumed the elements of 
social organization are di- 
verse and moving toward dis- 
integration and change. 


EVERY SOCIAL ORGANIZATION IS 
BASED ON COERCION OF SOME 
MEMBERS BY OTHERS 


Coercion, constraint or 
dominance is the cohesive 


force in social organization. 








INTEGRATION THEORY 


SOCIAL ORGANIZATION STRUCTURE 
IS STABLE 


Socialization and ssoctal control 


are fundamental processes for 
maintaining equilibrium in a 
social system or for maintain- 
ing certain “constancees of 
patterns and hence general 
Stability. Some innovation 
is compatible for a system's 
stability while others such 

as conflict are not.24 


ELEMENTS ARE WELL INTEGRATED 
IN SOCIAL ORGANIZATION 


Values and expressive symbols, 
despite social Geyviance, tend 
to integrate the elements of 
an organization.26 


HOMOGENEITY OF SOCIAL 
ORGANIZATIONS 


Although the assumption is 
not stated in terms of homo- 
Penerty tierce sence las Loupe 
a fundamental unity (organic 
wholeness) in the social 
organization. 


EVERY SOCIAL ORGANIZATION IS 
BASED ON A CONSENSUS OF 
VALUES AMONG MEMBERS 


Value consensus is the cohesive 
force in social organization. 


This table is adapted from the work of Ralf Dahrendorf, Class and Class 
Conflict in Industrial Society, (Stantord, Stanford Univ.) Press, 1959), 
Pp. 161-162, including certain additions and modifications. 
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4, THER CONSE NOUS PEROPECTIVE 





As has been pointed out earlier, neither perspective can deny the 
validity of the other perspective. Consensus theory does not deny 
differences of interest, however, North American sociology in the past 
two or three decades has been conducted as though consensus of values 
was the only valid criteria to use in studying social organizations. 
Talcott Parsons has been a major proponent of this view. At one point 
he states: 

UViesproplem 01 order andethus the nature got, the 
Wicoprdac LON. Or sLable: Systems Of SOCial interaction, 
tnaweas of social structure, thus focuses on the 
integration Of the motivation of actors with the 
normative cultural standards which integrate the 
action systems in our context interpersonally.27 
In another place, he holds that once a social system passes beyond a 
Pitted erenve OL mecessary integration and effectiveness, it will end 
‘ : : 2 
in dissolution. 

Lipset, in using the consensus perspective, more openly acknowledges 
the conflict perspective but nevertheless emphasizes integration and 
stability. Conflict becomes a competition for office among political 
elites. This competition for office by means of consensus on values 
or the "rules of the game'"' becomes a means to maintain stability or 
order. The competition for office is a means of maintaining democracy 
which, it must be remembered, is just one form of social organization 

‘ : ‘ 29 
and not the only form of social organization. Although Thompson 
refers to complex organizations rather than social organizations, he 


summarizes Lipset's position as well as the position of many management 


relations theorists: 
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"Conflict in organizations is usually considered by 

students of organizations and by administrators in 

our culture as something to be avoided or eliminated. 

This reflects a popular preoccupation with morale, 

human relations and co-operation and the general 

value that peace is good and conflict is bad.'"'30 

The view that stability and general agreement on values or the 
rules of the game are basic to democracy denies the reality of 
conflict as well as assuming democracy to be the only conceivable 
form of social organization. Pluralistic competition between elites, 
according to such rules of the game, is one ideal conception of 
democracy. It must be kept in mind that the rules of the game, 
NOWwevcmmcorcerreclentiy Set bys the ViCctors Or ruling, group or the 
time. Constituency gerrymandering is a case in point in democratic 
Societies spiuneouherewords3, lipsety rs mnotsreally dealingewith 
realistic stratification conflict whatever else he may be dealing with. 
Ptetoenpt Giirticult to suess at the reasons for this emphasis on 

consensus and integration in North American sociology of the past two 
or three decades. Newcombe points out that Wirth, in the Presidential 
Address to the American Sociological Society in 1947, stressed the 
urgency of developing world wide consensus in a world with the potential 
to destroy a1tselt. He goes on to point out that for individuals as 
well as groups, consensus attainment is an essential social process 
to achieve integration, stability and strain) reduction inssocial 
relations. >" Such one-sided emphasis on consensus as an ideal social 
state may be acceptable as an ideological position but it can hardly 


be viewed as sociologically valid. The acknowledgement of conflict in 


human relations and efforts to learn to handle-it are just as valid. 
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Consensus or social integration, if taken to extremes, may lead to 


both social inertia and totalitarianism. 


Su Sethe CONFLICT PERSPECTIVE 
Conflict is fundamentally a matter of the struggle for the control 

of resources and/or positions”* in any form of social organization. 
Lipset clearly touches on one fundamental aspect of conflict in 
Political Man. Status, or more accurately, stratification systems are 
therrésult of and setYthe stage for*conflict over the icontrol of 
esourcespand@positions. He’states: 

"The concern with equality of status has fostered 

Om supported the objective, equality of opportunity, 

of achievement for all. Though men may differ in 

ENei repost lOnSein thesstratitacationsstructure, 

their children should not be deprived of the 

Opportunity tosseeuresthe Dest the socieLy offers 

by the inferior position of their parents."'35 
Lipset is describing the rationalization, justification or ideology 
that a particular kind of social organization may adopt in relation 
MomresOurce Or position conflict, Hei does amply that those at 
lower levels of the system are justified in challenging those above 
as well as struggling to replace them in a particular position in 
this social system. Yet somehow this conflict must never become 
excessive or it will destroy the system. From an empirical point of 
view, the sociologists preference for a particular kind of social 
organization can hardly have any bearing on theory or fact. The 
theoretical perspective used here does not deny that conflict may 


have varying intensity. It begins with conflict in what is assumed 


to be its fundamental form - some kind of struggle between two or 
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more parties, groups, or other units to control resources and/or 
positions. 

In summary, the chapter has been an attempt to offer a general 
perspective for carrying out the study. Although the main purpose of 
iiesseudyeis tOedescripe conflict relations as part) of the development 
process of one complex organization, there is a subsidiary purpose. 

It is to further understanding of social relations in comp lex 
organizations. As has been suggested earlier, integration theory has 
Been sUsecuror tue same purpose in other studies. This study uses the 
Coutilpeusperspect! ve’ tOLaciieveatie same purpose. ~1t 1s5=developed in 


Creauek, cetall in the next chapter. 
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“Many authors studying voluntary organizations suggest democracy 
is, at least, indirectly operative since these voluntary organizations 
play a role in the larger political (pluralist) system of the whole 
society. Yet in most cases, the voluntary organization is under the 
control of an entrenched oligarchy. SEE FOR EXAMPLE: Joel S. Seidman, 
The Brotherhood of Railway Trainmen: The Internal Political Life of 
a National Union, (New York, John Wiley § Sons Inc., 1962). William 
A. Leiserson suggests unions have a role in democratizing the autocratic 
powers of employers but this hardly implies that the union is democratic. 
American Trade Union Democracy, (New York, Columbia Univ. Press, 1959), 
Py o4;, sand Alice H. Cook argues that it doesn't matter whether the 
union is democratic or not as long as it is successful in meeting its 
economic function. Union Democracy: Practice and Ideal, (Ithica, 

Po amoorrel Ieunive, 1965), P. lo. iIn-a review of the literature on 
union democracy, C. Peter Magrath concludes that democracy in labour 
Un tOnserseeencrally not workable. “Democracy in Overalls: The Futile 
Quest for Union Democracy" in Industrial and Labor Relations Review, 
Otero ULY 2119590. Pp. 505-925.) Ostergaard sand Halsey, with minor 
Variations, scomesto) the sameyconclusionsponico-operatives /yeG.H: 
Ostergaard § A.H. Halsey, Power in Co-operatives, (Oxford, Blackwell, 
TUG a) emp e202 54. 220-222. 


ss eymour Mar Ginwlipser, .UnionsDemocracy, (Garden sCity,. N.Yo,; 
Doubleday & Co. Inc.,.Anchor Books, 1956), SEE PARTICULARLY: Chaps. 
TORCO MLS. 


1ohe human relations approach to organizations as developed by 


Elton Mayo in the Hawthorne studies emphasized co-operation, equilibrium 
and harmony on the basis of management manipulation, Nicos P. Mouzelis, 
Oneanisationeand, Bureaucracy, (Chicago, Aldine Publishing Co.,) 1967), 
Pp. 101-103. Robert Presthus states that organizational leaders see 
organizations as rational with a highly disciplined and cohesive common 
purpose and consequently see conflict as dysfunctional in The Organi- 
zational Society, (New York, Random House Vintage Books, 1962), Pp. 57-58, 
23908 





tS arvin Ee Olsen, for example, lists) six theorlessoussocial 
organization: exchange, interaction, ecological, power, value and 
normative theory in The Process of Social Organization, (New York, 
Holts iRinehave. and Winston ;11968)), WGhap 4 )153ePpae259-2608 








ioe aLe Dahrendorf, Class and Class Conflict in Industrial Society, 
(Stantord woGantordeuUniv iep.ess, 81959) sehaglooe 


Missal. Wak, dbsepailstey 


18s Ibert E. Moore, Order and Change, (New York, John Wiley & Sons, 
LiClO) seh. 24: 
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1warvin E. Olsen, Op. Cit., Pp. 166-169. 


OTrving Louis Horowitz, in an excellent, though somewhat rhetorical 
presentation states some of the failings of emphasizing one perspective. 
That he is particularly critical of the present one-sided emphasis on 
consensus theory is not of immediate relevance to the agreement for 
synthesis of those two theories. ''Consensus, Conflict and Cooperation: 

A Sociological Inventory" in Social Forces, No. 41, December, 1962, 
Poel a4-188. 


215% : : ] : ; 
Fierce Mew Veanebensberghne, "Dialectic and Functionalism: | Toward 
A Theoretical Synthesis" in American Sociological Review, Vol. 28, No. 
PeeOCtODerA mL oOo. PaO 1 5 


Gerpede,Wppve701-705¢ 


eopaleare Piatsons,. (ne o0Clalloyscem (New York, Ihe Free Press of 
Glencoe, 1951), Pp. 481, 482: 


Sasi, ie alec 


2 Trying EOulSsHOrow1tz, Op. Cit..ehp. 173-160: 


aie PeesOns OD eG Ugey Dimi 55.,0 100ml 04.5 O01 0/>169- 


ety eee pees 1225138 


eeretcort Parsons, ‘Ihe Point’ of View of the Author’ in) Max 


Blacke(has)) Thevoocral theories of Talcott .Parsons, (Englewood. Gliffs, 
Neem reievce-hall. (ine £1961). P .r527.: 





29¢ seymour Martin Lipset, Political Man, (Garden City, New York, 
Doubleday G Co. Inc, Anchor Books’, 1959), Pp. 27-285 


Oy ames D. Thompson, "Organizational Management of Conflict" in 


Administrative Science Quarterly, Vol. 4, 1959-60, P. 389. 


Slineodore M. Newcombe, "The Study of Consensus" in Robert K. 
Merton, Leonard Broom & Leonard S. Cottrell, Jr., (Ed.), Sociology 
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oe Many gucnors refer to Scarcity of resources and/or positions 
as fundamental aspects of conflict. Whether rightly or wrongly, this 
author takes the view that scarcity is a matter of social definition. 
The supply of a.resource only. becomes,scarce when there is a social 
demand for it in excess of available supply. 


335 eymour Martin@hipset 5" Op.e Gites PE xxiv: 


cece amore, detailed outline or the use of the integration 


perspective in the study of complex organizations, see Nicos P. 

MONze Gee ODeeClt cnanterss, @p, .9/-119.9 And also Louis Ra Pondy, 
"Organizational Conflict: Concepts and Models" in Administrative 
Sevence Ouarterly. Vol, 12, No. 2, 1968, Pp. 306-309. © And forva. 
specific example see F.J. Roethlisberger §& William J. Dickson, Manage- 
ment and the Worker. (New York, John Wiley & Sons, Inc., 1939). 
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CHAPTER ITI 


THE PERSPECTIVE APPLIED TO THE STUDY 


The study utilizes two theoretical perspectives in combination 
to achieve, as much as possible, a dynamic framework. In many ways 
the two perspectives set the method of study. The conflict perspective 
when combined with a process or career perspective demands a dynamic 
view of the case under study. Thus, there is no attempt to compare 
data quantitatively at two or more points in time as in a panel study. 
Since conflict and change are viewed as part of an ongoing process, 
the selection of two or more time periods as a basis for comparison 
would tend to suggest discrete steps rather than a continuous process 
of organizational development. 

Since the study is a descriptive case study and also largely 
exploratory in nature. seneralization will»be severely restricted... It 
should, however, point out further areas of study as well as suggest 
means of study to extend understanding of social relations in comp lex 
Organi 2atrl ons s sine sctudyswidl) therefore be uscd towdidsilercul nan 
concepts and techniques for future studies and to point to potentially 


useful ways to carry out additional studies. 


1. THE CONFLICT PERSPECTIVE 
Five statements stating the conflict perspective are set out 
hereafter. They are derived from the comprehensive work of Mack and 


Snyder, In their work, they combined the views of many authors to 
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deal with pertinent factors of conflict theory. The statements are 
extrapolated from this work and set out the properties of conflict 


relations. 


Statement No. 1 Conflict takes place within a framework of normal 
and persistent interaction patterns or, in other words, within some 
generalized framework of integration or consensus. 

Simmel stresses that conflict relations are a part of all social 
interaction and frequently reinforces consensus and integration. He 
SlaLes? 

Pitre very aiitcracti0ns along men 1s) SOciation, 

cont lictm.-satter allvonesor the most) vivid 

ATL COIR CAMO Sy io a --- must certainly be 
considered as SOciation. And in fact, dissociating 
PacLOrou- Nate ,mcivy, Need, adcsicte.o- are: the 
causes of conflict; it breaks out because of them. 
Conmminictpasechus cesieneds tO) Gesol Verdi vergent 
dualisms; it is a way of achieving some kind of 
unity, even if it be through the annihilation 

of one of the conflicting parties.''2 

Coser, who uses Simmel's work on conflict as the DasiseeLoteiLs 
own work, points out that conflict performs certain social functions. 
Mevacuilameiastmotetiesesuse1ul Social @functions ema ch teincludes@ sits 
function in maintaining and developing social groups; its function 
im ODtdining acceptance of rules governing the; conduct oLenostiiaties. 

, Ae ; : : : é 5 
and 4tS positive tunction of furthering social) integration, 

Although a generalized consensual framework will vary in both 
time and space, there must be some basic agreement on the form of the 
social Organizations, Jhus .anpmost North Atlantic nations there is 


general agreement that the market in which each person sells his labor, 


land: or capital is the most effective way to allocate resources. It 
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is in such a value framework that conflict takes place over who controls 


the resources or the distribution of rewards. 


Statement No. 2 Conflict requires at least two parties, interest 
Proups,, units, subunits or entities in opposition to each other. 

Karl Marx held that the history of man is about social classes in 
opposition to each other with respect to the control of production of 
material goods. His concept of social classes basically divided 
capitalist society into those groups either owning or not owning the 
means of production. Conflict was over the ownership of productive 
process. 

Dahrendorft, atter Carrying out a Critical review of Marxian 
GNeCOryse states that opposition or conflict arises over authority 
relations in imperatively coordinated organizations. Opposition results 
Prometheucontlict of interests Of ancumbents over inne - sub- 
ordination relationships. He states that such authority relations and 
hence conflict relationships are fundamental characteristics of all 
social organizations.’ 

In other words, conflict implies units in opposition, to each other. 
It could readily be extended to role conflict and other types of 
individual conflict. However, no effort is made here to extend it 


beyond social organization relationships. 


Statement No. 3 Conflict is opposition or struggle over the control of 
scarce resources and/or positions. 
The concept of resource(s) is broadly defined to include all goods, 


‘ ; : : : 8 
services, etc., material or otherwise required to.obtain needed benefits. 
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These goods and services may be physical objects, socially defined or 
both. Thus money, a physical object made out of paper, metal, shells, 
etc., only has value by social definition. The scarcity of a resource 
is largely a matter of social definition since needed benefits are 
defined by the goals set by the culture of a society. The "money supply" 
may be "tight" or "loose'' depending on government policy. 

The concept of position(s) broadly includes social status and 
moles. Blau defines position as the social prestige of a person or 
group in relation to another person or group and it requires, as a 
minimum, social acceptance and support.” Positions and their scarcity. 
aresthererore also defined socially. 

Teme yoerG.. DasicC ;apreement .on-.social structuring helps to define 
NOGMONUVSthesal location Of resources and positions but also those held 
TOMDeCwOLeValue. Ane) Stratiticationesystem becomes: the means for the 
distribution of social rewards. in the market system of distribution, 
allocation ideally is based on achievement rather than ascription. 

Value systems in this perspective are held to be the’ justification or 
rationalization for adopting a particular kind of resource or position 
allocation. They become, in other words, the ideology which legitimizes 
allocation. ?° 

The concepts of resources and positions may be defined in another 
way. Dahrendorf states that all known societies have, at least in 
rudimentary form, two kinds of inequality. From the theoretical frame- 
work. of this study it is such inequality which results in conflict. The 
first type of inequality arises out of the productive process. It is 


the inequality of power leading to the formation of classes. The second 






su Batiteh Vibeiooe  .ctouide tape Ber yam. gooevise oes sees 
: ; s 
aliode .fetom ,iaqiq %o Soo -chelt aps ide LegieysAg -& , wna guty .. ited . 


i 
estore: © Lo Viioisde. 40! .. norsinfied -isfoo2 “en ter eat “iW 4.088 


ois est isonet bebser sehiz noitinivab stooe 2e rgigdsn & clograh ate 


“vieque yenor" off .ysoioGe & 30 SsivTiD aii vd 392 eisog ony We bontteh | : 
Voritodu gran ’ alts rf as 7” 3G Fay ep" 2s on 


bas aveete fs) nah lon f5e2dvd neti to fayones - 7 
To foe yor 1) sei tasxy feisoe ah? as moitteog eoniiyh Bale | eee 
| A 7 
. > 
& 2h ,: por 3f bite que ts er oq Srond: of ‘netnket a yoy. © 
Viiniete theds bab encisi rogue Fitw. pr a Crigoe ,soncia 


| i > diteb wks eTat wraHy a 7e 


eHitelh oF eqled tn z " IVE 5a Ses ont 


7 

; ap A 
r len ezonl or! ; " P=Ou } oc ; j ) wit | agly ime Tou 

odd tO? enadh add exmossd aps itsastitnise om ouian to ‘od OF, 

sof sdisFech To ny t2y ir ad! jeintwee Lipo? lo go lieiiegare 

MOLISE TIEL UKAT 5. aTaers ‘ ical cf Eo Peni) quietest Te 

* - + * y 

tO woOrIpotiesgeut srs. ws if "Ee sy Lioeyays¢ -ardd 70 me hmeve oogey 

NOISi206 TH sonyotu: to -buld téinsitzsq « gniagols 20d Gels eee 


ssiehieat ial Ashiiy qeloobi oft .zhrow verlio af ,smeapd YoRT eS 


er 


te gon ‘<9 eine od weit AnGctieay bith) aogier. Is 2245 209) f 


2 EE SER AA Pio eae en 


> 


, 





ata ae 


one arises out of the inequality in the distribution of social rewards. 
hiv eansetoestatussorestratification differences./} chel firstgone 
deals with the concept of resources and the second with position as 


theysare usediin thiséstudy: 


Statement No. 4 Conflict between parties, groups, etc., is designed 
to destroy, injure, thwart, or at least gain at the relative expense of 
CNespanty,Oreparties to ethe: contlict. 

Conflict relations involve attempts to acquire or exercise power 
as welivas the actual acquisition or use of power. Coercion, the 
Ultimate, from of control, in Dahrendorf's view is a fact in every 
BOC ety a Blau, on the other hand, suggests that the methods of 


acLatninescOltrOlmGalceeallethne wayetrom the use of sini luence,, the use 


: : ss 
OMepOWcreandeLOptiicauscnor. coercion orsthes threat of 1ts use. 


Statement No. 5 Conflict relations may lead to change. 

Conflict relations represent temporary tendencies toward disjunction 
arising out of the mutually incompatible tendencies involved in these 
relations. These disjunctions are the basis for potential change. Mack 
and Snyder state: "Conflict relations do not represent a breakdown in 
réesulated iconductebut mather a shift in governing norms and expectations.'""4 
Despite this expressed view, there is no inherent necessity for benign 
or beneficial change since conflict can lead to total disintegration 
oredestrvuctionies Coser wsuggesits conflictwexerts) pressurest oipnoduce 
innovation and creativity.2? Blau, although he is speaking of equili- 
brium theory, points out one fallacy of such a view. He states, "forces 


sustaining equilibrium on one level of social life constitute dis- 
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equilibrating forces on other levels." 1© Innovation and creativity 
may, in fact, bring beneficial results for some and equally detrimental 
results for others as in plant automation where generally the consumer 
gains in reduced prices while the employee is forced to work as an 
adjunct to the assembly line. 

Implicit in the conflict perspective, although it has not been 
explicitly stated, is a dialectic view of social development. Conflict 
over the control of resources and/or position will display historical 
continuity as well as potential emergence in new situations. The result 
is the possibility of both structural or functional changes in the 


relationships between groups, units and/or individuals. 


2. -lHE SOCPAL »PROCESS» PERSPECTIVE 
The second major perspective guiding this study is dialectic in 
nature but seems more appropriately described as the process?! or 
career !® perspective since it seems a more appropriate way to understand 
short term and comparatively small scale changes. Blau and Scott describe 
Chitseperspective: 
"These facts suggest that the process of organizational 
development is dialectical - problems appear, and while 
the process of solving them tends to give rise to new 
problems, learning has occurred which influences how 
the new challenges are met."'19 
The concepts of process or career imply ongoing activity - a dynamic 
perspective. Research requires limitation on the scope or domain of 
the data used and this in turn demands selection. Unfortunately 


selection tends to impose a static picture of reality. The result 


suggests a series of discontinuous steps rather than an approximation 
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of the continuous process of becoming or emergence. +! The* career 
or process perspective will assist in achieving a dynamic perspective. 
In dealing with societies or complex organizations as complex 
adaptive systems, Buckley suggests that they are self-adapting as well 
as self-regulating. Self-adaption, through the process of feedback, gives 
a dynamic orientation to change. 7 
Process", then, points to the actions and inter- 
actions of the components of an ongoing system, in 
whiehevaryinie Gegrées OrStructuring arise, persist, 
dissolve, or change. '23 
The career approach suggested by Hughes, although he is referring 
to the work career of an individual, helps to round out this perspective: 
Mowever that may be, a study of careers - of the 
moving perspective in which persons orient them- 
Se VeseWitiecelerence CO pthessocial order and of 
the typical sequences and concatenations of 
office -;may be expected to reveal the nature and 
"working constitution" of a society, '24 
Fiemme ec etMOleplocessenerspecuive includessthree major conditions. 
Bitcige GercourTos  detenpordal sor nistoricale sequencer oecconds 16 
demands a dynamic approach. Third, it implies that individuals, through 


: ‘ : Zhe Sg. lit : 
concerted action, attain social ends, ~ with individuals shaped in part 


by the social organization and shaping it in turn. 


oe THE PERSPECTIVES COMBINED 

The conflict perspective may be summarized as the struggle for 
the control of resources and/or positions which is either resolved, 
repressed or avoided. Individuals, either by themselves or through 
groups, react to the conflict. Change usually occurs, whether it is 


creative, innovative or destructive, in turn leading to further re- 
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action or adaption. The basis of conflict continues sometimes open 

and direct and at other times temporarily out of view while at other 
times in altered form in the changing situation. It is, in other words, 
a continuing process. As Polsky states, "It thus provides a fluid 
research situation consisting of a series of natural events in the 


life of your subject ce 


or "the free-flowing sequence of natural 

27 7 e F : ete 
events. Even though he is not talking about conflict he is describing 
thesne>carensconceptionsot this study,. 

The study will attempt to retrace certain recurring and emergent 
conflicts growing out of the conflict for the control of resources and/or 
positions in the Province of Saskatchewan. The development of a number 
of complex organizations, including co-operatives and political parties, 
were efforts by certain segments of the provincial population to gain 
control of their own resources and to attain positions of power relative 
to other individuals and groups. 

In discussing a metropolis-hinterland approach as a realistic 
alternative to the dialectic approach, Davis states: 

"Metropolis continuously dominates and exploits 
hinterland - whether in regional, national, class 
Oneethnic terms. But thestorms andaterms ox, 
domination change as a result of confrontations. 
Spontaneous and massive social movements in 
regional hinterlands or urban under-classes may 
force their way toward an improved status for 

the colonials within the going system. On the 
other hand, metropolis-hinterland conflict may be 
latent for long stretches of time rather than 
overt ."'29 

To avoid describing credit union development as a discontinuous 
process rather than the continuous alteration which careful study 


Wsligsests itis, the conflict process, perspective iseseetinas similar 


in nature to metropolis-hinterland conflict. In summary, the domination 
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of the hinterland results in differential access to resources and 
positions. This differential access leads to challenge from the 
hunvenland, one torcont lictim)Conflict according to.suchia perspective 
is over certain fundamental issues - resources and position. Efforts 
by the hinterland to gain control of resources and positions may keep 
the conflict dormant for various periods of time or may alter the 
form but not the basis of conflict. It is held to be continuously 
presents Thissperspective,iithereroresyprecludes a static time; bound 


study design. 


Pees) ii elHEORETECAR PERS PECRIVENAPPLIED TO) "THE EMPIRLCAL CASE 

Aare Lycescr i ptiom wil Wmow bel givensofthewmethodstosbe mused in 
thewsvudy. SvAsithissdascussioniof method sis developed, certain principles 
Opecateuse lectionmanil lie foutlined. #elhesesprincipleéss wuld direct ithe 
selection of both qualitative and quantitative data. 

in crderstowshow theidynamich flow! econception ofthe tconflict 
relations relating to the origin and development of credit unions, two 
majors recurring *contlict patterns, will wbertraced historically (toithe 
present. 

Thesturstemajoracontlict assue hinges jongthe hep teeiagdeneaceneine 
dependence of Western Canada in relation to Eastern Canada (and the 
WOrldjtweHistorically thelPrairie Provinces whavesbeenedependentaon 
Easter Canadafor! capital, *capital goods andsto) ascertain, extent for 
markets. Saskatchewan's long standing dependence on a one crop agri- 
cultural economy has led to domination by agents of distant market and 


supply sources resulting in a continuous struggle for control of resources. 


~~. os a 
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The second issue arises out of the preceding one. The farm 
people of Saskatchewan, in order to gain more control of needed 
resources, developed a number of co-operative organizations to make 
each independent producer more effective. Many of these organizations 
such aS consumer co-operatives and credit unions were adopted by the 
urban and industrial groups of the province. As these organizations 
grew in size, they became involved in direct conflict over resources 
with Eastern Canadian business and commercial interests. In order to 
be more competitively effective, these organizations moved toward 
economic rationalism emphasizing central control, planning, highly skilled 
staff with increasing emphasis on full services. Thus credit unions which 
began largely as a place to save and borrow now tend to offer full 
"banking" services such as chequing, money orders, utility bill payer 
Sonviicese sclC pain ithemresultangeneed tom ful lepame: specsialive skilled 
staff and specialized equipment. In the process, some local community 
control was gradually lost to central organizations, changing to some 
Sweentarletpatties tomthe contivctabutmnotsthe cont lict. 

The conflict over positions, on the other hand, was partially a 
matter of the relative position of Saskatchewan people vis-a-vis 
Eastern business interests. In addition, however, it was also a matter 
of positional conflicts between the rural-urban population in Saskatchewan 
and between local and central credit union and co-operative organizations. 
Many of these positional conflicts, although part of the historical 
development of the province, did not become fully obvious until later. 
At present it is the major visible conflict, although resources conflict 


Us Stiidi direct | yarelevant. 
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The study “sedivided into three ‘phases. The first phase will 
utilize secondary historical sources to establish the basis of this 
continuing conflict. The basis of conflict, it is held, developed 
nearly fifty years before Saskatchewan became a province. 

This phase attempts to show the kinds of solutions the people of 
Saskatchewan and the Prairie Provinces tried to use to switch the 

balance of control in their favor and how the process remained 

continuous. iiewi lietake the development process to the, fare 1950's 

when credit unions were formed. This phase sets the historical background 
LOretnieé remainder OL the study, 

Ticesccona pnase will cover the period from the late 1930's to the 
mid 1960's. The method will be to use primary sources such as minutes, 
records, etc., as much as possible to show how the people involved 
SULcipUcCan Ge nandle.;tne Struggle for control OL credit resources. 
NOEcELOLe Will pe made tO measure fhe intensity of conrlict, since, the 
conflict is held to be continuous even though manifested in different 
SOMseateCi1 Levent, times, the repeated emphasis Om the process perspeciive 
has been an effort to emphasize empirical reality rather than this part- 
MEU LaiecieOret lcd lmperspecCLIVe. 

The last phase of the study will cover the past five years of 
credit union development. The conflict still has the same basis but 
manifests a new attempt to handle it. As the study will show, the 
process has not been concluded. The sources in this phase are structured 
and unstructured interviews as well as written records and the participant 
observation of the writer. The method will be to select data pertaining 
to certain development aspects from these sources to clarify the issues 


of conflict and attempts at solution. Although quantitative data is 
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used, it is supporting rather than purely descriptive data. Its 
purpose again is to emphasize the dynamic process of development. 

Although the period under consideration has been separated into 
three phases there is no discontinuity in the actual development 
process. In fact, the phases suggest temporal epochs which do not 
Lanes but which were constructed for the purpose of presenting data. 

The five statements outlining the properties of conflict re- 
lations as well as the related discussion on the conflict/process 
perspective were developed as standards of comparison for the case 
Stuvyom Ine datas deschiptivesaid=atsepresentedein=celation to the 
standard or model. The model demonstrates or postulates certain 
tendencies arising out of conflict relations. It seems necessary 
to state these tendencies of conflict relations in order to gain a 
measure of coherence from the diversity of material which is written 
in the name of conflict theory. 

Biepctuay.) a5 was implied earlier Sas eimtended tosbe exploratory. 
Out of the intended comparison between the dataand model, an attempt 
will be made to clarify and develop theory, concepts and methods. The 
case study should present the opportunity to carry out some of the 
intended theoretical, conceptual and methodological refinement. The 
effectiveness of this effort can only be evaluated in relation to the 


whole and therefore must come at the end of the study. 
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FOOTNOTES 


tine fairly comprehensive work of these two authors serves as 
the basis of abstraction and definition for this study. Raymond W. 
Mack and Richard C. Snyder, "The Analysis of Social Conflict - Toward 
an OVenview and oynthesis'' in Journal of Conflict Resolution, Vol. 1, 
Nom2 01957 Pp. 92184219" i 


“Ceorse Simmel, Conflict and the Web of Group Affiliations, (Trans, 
by Kurt H. Wolff § Reinhard Bendix; New York, The Free Press, 1955), P. 


[oe Lee eLoO:) Pps ls-19 for his comments ‘on conflict as an integrating 
forces 
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GeC Owen, 1959). Bp ae/—10. 


TRalf Dairendori., Glass and Class? Contlictyin, industrialysociety,, 
(SvaniondweotantordsUniv. Press (51959) sePprel6S.40172—1 75. 


pases M. Blau, Exchange and Power in “social Life, (New York? John 
Wiley a oons "Inc. , 1964) "Ppl 122-125; S21—522. 
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melds P, 279. SEE ALSO: Ralf Dahrendonis Society and Democracy 
in Germany, (Garden City, Doubleday § Co. Inc., Anchor Books, 1967) 
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aRaynond Weewlackwand Richard Co onyder. Opi. Cite .. Pe 219). 
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Lewis A. Coser, "Social Conflict and the Theory of Social Change" 
ony ihemeri she oumal, Of Sociolovy,, Vol. 8, Sept, 1957. P. 197, 
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SEE FOR EXAMPLE: Walter Buckley, "Society as a Complex Adaptive 


Process" in Walter Buckley (Ed.), Modern Systems Research For the 
Benaviowaly scientist,.a(Chicaco, Aldine Publishing Co., 1968), P: 497. 





BO Evewece Gz nughes; Men and Ineir Work, (Glencoe, The Free Press, 
le VeM ley Ae lew a 


9 ; : 
: In a footnote to this comment they say, "If we classify problems 


into dichotomies or other very broad categories, it inevitably seems 

ase teulewsame, Ones recur, Ssamply because all new ones are put into one of the 
fewmeexicuineecatceories ' Ihey rather eftectively point out the danger of 
selectron Or categorization processes. Peter M. Blau and W. Richard Scott, 
HotmaleOLrCanizaclons,e toa Francisco, Chandler Pub. Co., 1962), Pp. 250-251. 


aU oes therincroauctory comments, or the editors, Part 1i5) Society.) 


in Jerome G. Manis & Bernard N. Meltzer, Symbolic Interaction: A Reader 
DieoOChalgesycno logy, (boston, Allyn GiBacon, 1967), P1357. 


215 ames MeeMcCrorie, sina spring 1970 addresse ate the: Univers) tyson 
Alberta, Edmonton, Alberta, made this point in discussing his study of 
the Saskatchewan Farmers Union. Rather than a series of discontinuous 
historical steps developing out of the selective process of his study, he 
felt that it should more realistically have approximated a process of 
continuous becoming or emergence. 


eoWalter Buckley, in Walter Buckley) (Ed) )-s0p-8Gi1 0.) shea l0) 


aot Bade P, 497. AND ALSO: Walter Buckley, Sociology and Modern 
Systems Theory, (Englewood Cliffs, Prentice-Hall Inc., 1967), Pp. 145-161. 
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Co-operation as a means to achieve both individual and group 
encsels ci1scisseain Doth: Chester I. Barnard, The Functions of the 
Mexecutive,, (Gambridce, Mass. Harvard Univ. Press, 1968); AND Irving 
Louis Horowitz, "Consensus, Conflict and Cooperation: A Sociological 
Invenvory Weineooeial prorces:, eNonPAl 5) Decs3 1962 5 9Pp el 7-138; 





eoved Polsky, Hustlers, Beats and Others, (Garden City, Doubleday 
Guco,ewe renor Books s "1967 )) Ps 129% 


eB thid Peal. 


28) othur K. Davis, ''Canadian Society and History as Hinterland vs 


Peereporis Compe, pun lysived *inS1971)> Pr = 107 


















. 
& i : 7 
a= - 
4 i 
} 


wary hie uu ther mod By a gx OF Smee F 3h vedas 

an at? vinta oft ,bteahi ceil Sitod ni bowew 

un iva Gy i (HoG! ; zeae cy ite biPnangT + pen ab iy da) 

[rp wha Ghee Fae ‘nour fi cig) ‘hve Batak me | wrefiaénn se ' 
Sgi-Thi. qt S08? , Sol Oe fee opis, La intone ne ee 





OST iti ‘ake DOmia ase 


ras 7 


webahdiad) Adi) webreD) Leredi® Soc 2g 2 eo Pani vacant alee 


1, cer 54 iad 


ey Dit aad if s Wioler bat YIelooe we gonhe atin sa cyte 


Of TO et bsotey ie get ert ito 
ee 


CHAPTER III 


THE HISTORICAL CONTEXT OF SOCIAL CONFLICT IN SASKATCHEWAN 


Canadian Confederation in 1867 will be used as the approximate 
Starting datesforssettingsthe historical context of the study of 
conflict relations in Saskatchewan. It predates Saskatchewan's form- 
ation as a province by about forty years but is a necessary background 
for studying the origin and development of credit unions in using the 
CODEILCE perspective. 

The settlement patterns and policy, as well as national policy, 
Teqetoeconfiictpbetween the, farmspopulation,of the Prairies and 
commerce and industry in Eastern Canada. Agrarian unrest resulting 
from this conflict and world grain marketing conditions led Saskatchewan 
people vintesdeveloping.protes t politicalyparties, producer and consumer 


co-operatives and other organizations to handle these conflict relations. 


1. THE CANADIAN REACTION TO ''MANIFEST DESTINY" 

Despite the fears of people in the Maritimes, Quebec and Ontario 
about the loss of rights and autonomy through union, they were even 
more concerned about being annexed into what McNaught calls the 
universal or conforming bureaucracy of the United States./ The French 
of Quebec feared the possibility of being engulfed by the United States” 
more than being lost among the English of Canada and therefore became 
re luctantapartners to. the union.” There. iSalittle doubt thatecoxrceabile 


annexation was seriously considered in the United States, particularly 
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if the strident voices in that country advocating such annexation 
are any indication of popular sentiment at about the time of 
Gonhederationts The aoe” basis of Canadian union was, however, 
only one of the reasons for union. 

MSeeariv as the 1850's, the produce of agriculture in the St. 
Lawrence Valley replaced fur and timber as staple products for trade 
and commerce. Confederation became a means to retain the West as an 
outlet for Canadian commerce by keeping it from falling to the hands 
of commerce in the Eastern United States.” The expansion of markets and 
staple production for Eastern commerce was a deliberate parallel 
advantage to union. As Fowke states: 


wihesaCanadvansbureaupotpAcri culturesacreated an 

1852, was charged specifically with the encourage- 
ment of immigration from other countries. In the 

ten years preceding Confederation thirteen committees 
reported to the Assembly of the Province of Canada 
on various aspects of immigration and colonization, 
but only when they mentioned the agricultural 
POssIpilities Ot thie; West does one sense, a glimmer 
of hope in their deliberations. The groundwork for 
the eventual fulfilment of these hopes was laid 
gradually over the decades: by investigation and 
exploration .... by the consummation of Confederation, 

; by Canadian acquisition’ of (theiwestern,territories,; 
and by placing of western lands in federal custody for the 
so-called "purposes of the Dominion''; by the construction 
of a transcontinental, all-Canadian railroad; by the 
ins thtugnongofelNati onalekolicy!) offtarmttpprotectaony 
to canalize the flow of economic benefits from the 
western plains, up and over the natural barrier north of 
Lake Superior, and into central Canadian regions; and 
finally by the establishment of the experimental farm 
system to hasten the migration northward of American 
techniques for the agricultural conquest of the prairie. 
By 1890 all these steps had been taken, and only the 
long-anticipated results were lacking.' 6 


Ryerson suggests that westward expansion served the interests of 


two sections of Canadian business - the railroad interests and the 
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growing commercial and industrial interests. / Although westward 
settlement did not come with Confederation as anticipated, it was a 
deliberate policy decision to set up a hinterland for commercial 


and industrial exploitation by Eastern business and commerce. 


as CANADA EXPANDS WESTWARD 





On July 1, 1867, by official proclamation of Queen Victoria, 
Nova Scotia, New Brunswick, Quebec and Ontario became the Dominion of 
Canada by means of the British North America Act passed by the British 
House of Commons four months earlier. In the first session of the 
new Canadian Parliament the Canadian expansionists set in motion the 
negotiations to get Ruperts Land from the Hudson's Bay Company. ® 

The transfer tocthe Crown,jwhich was to take place.on November 1, 
1869 was not completed until November 19 and was made official in June, 
1870. However even before the terms of transfer were worked out, the 
Dominion Government sent surveyors into the Red River region. They did 
not even bother to inform or consult with the ten thousand Metis and 
Wiitessettlers..of, the Beer The farm land had been settled according to 
Quebec patterns with long, narrow frontage on the river, extending 
Gachehcom the mi Vemitorstwo,on «three; mi bes jeslhe surveyors, sone thc 
other hand, used the rectangular plan of survey. In addition, the 
Dominion Government appointed a Lieutenant-Governor and sent him to 
take, icontrol of ithe. territory before 1t.was transferred.” 

The Metis, under Louis Riel, with the tacit support of at least 
former Hudson's Bay Company employees and some of the other English 


vie 10 
settlers, set up a provisional government. Ong December sl ..the 
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delegates to the convention of the People of Rupert's Land adopted 
a bill of rights. In Howard's assessment, it was a document proposing 
alliance not submission. The bill of rights made conflicts over 
relative position explicit, including equal French-English language 
rights as well as acceptance of usages and customs in existence 
before the transfer of sovereignty. It also made the conflict over 
resources explicit by demanding full and fair representation in Canada's 
parlvament’, respect for privileges already in effect, the right to 
elect a local legislature to override the executive and a free homestead 
Taw «oe 

Miter aecurther series sot arrogant, agnorant’ blunders, ‘the pro- 
visional government was recognized. Their bill of rights was generally 
adopted in the Manitoba Act. It set up a small province of Manitoba 
qiasune sreitaimder Or KUpert' Ss Land as a leryitory to=be administered 


by the Lieutenant-Governor of Manitoba. !7 


3: NATIONAL DEVELOPMENT POLICY 

The Dominion Government seemed to have learned little from the 
events occurring in Manitoba in 1869-70 for similar problems resulted 
in rebellion in Saskatchewan in 1885. It happened despite the constant 
flow of protests, resolutions and warnings from those living in the 
West lun The Territorial Council, as early as 1878 began sending 
resolutions to Ottawa urging a settlement of Metis land problems. They 
Bitve tied a settlement similar to that in Manitoba in 1870 by the use 


of script, the non-transferable location tickets, valid on any un- 


occupied Dominion lands as well as assistance in obtaining machinery 
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and eeedah They also made strenuous representation to set up a 
school system without getting a response from Ottawa. Nor ad they 
get any results from their request that starving Indians be helped 
when the buffalo herds disappeared.° In addition, costs for goods 
and service were prohibitively high because of inadequate transportation. 
Black gives one glaring example of the mismanagement and neglect in 
describing the telegraph line extending 700 miles west from Winnipeg. 

It ended in the middle of nowhere, 18 miles from Edmonton and 17 miles 
beyond the last station.-° 

PovesO mt Nesesl actors Nelpedst Okeascuiheucontlict oL interests 
between the regions of Canada. !” Two major developments on a national 
scale became the symbols as well as the basis for continuing east-west 
contilict, she firstiuwas the National, Policy, enacted in 18/79 and the 
second was the Canadian Pacific (transcontinental) nevilayter The 
purpose sO0t acne, National Policy was, to build a wall of protective taritfs 
around the growing commercial and industrial interests of Ontario and 
Quebec. Six, John A. MacDonald, in defending the tariff said, *the 
bigger the capitalist and the more he has invested in the, country the 
Detter or athe country.) But tom the small, primary producer sucheas 
the farmer, fisherman, etc., it increased his costs of purchasing 
equipment and consumer goods. 

The railway was finished in 1886, partly to fulfill a promise to 
British Columbia when it joined Confederation in 1870 and partly as a 
means to open the Western hinterland for settlement. 7? TiesSctters 
were viewed as a market for Eastern manufactured goods as well as 


producers of staple goods to be sold through Eastern business concerns. 
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In addition, the building of the railroad was viewed by the owners of 
existing railways as a solution to their financial Avericaitiess = 
The corporation responsible for its construction was given out right 
grants of land along its right of way eventually to include 22.5 
Vl venwedercse2 emir ton collars: 11 cash "orants setaxatl om concessions . 
710 miles of track already constructed, a monopoly position for twenty 
years and no freight rate regulation until it had earned a 10% profit 
; : 22 
on invested capital. 
A third factor was related to National Policy and the transcontinental 

railway system of nation building. The effectiveness of either of the 
development «actors: depended on the settlement ‘of the West. “As 
Mackintosh says: 

"This decision for industrialization by means of 

theeproveceivertaritt was detinitely related to (the 

Scetlement policy; 1t was to besasmeans by which the 

new market, which it was hoped would open up in the 

west, would be available to the other regions. The 

deciston was sdciinitely related also topthe trans— 

portation policy, for Canadian industrialization 

promoted the east-west traffic which was important 

for transcontinental railways.'23 


The two development policies were, in other words, dependent on the 


fomation of the appropriate hinterland. 


4. SETTLEMENT OF THE WEST 

Despite the efforts to induce settlement, it was slow to develop. 
The Bureau of Agriculture, in fact, was essentially the first immigration 
Tou el Agencies in Europe were used to stimulate immigration to 
Canada by a variety of means including the distribution to potential 
settlers of descriptive pamphlets in English, French, German, and 


Flemish. 2° The emphasis was on free or cheap land, passenger agent 
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commissions to stimulate ticket sales and low cost farestae However 
‘these efforts were not generally successful due to heavy competition 
from the United States, Australia, New Zealand and to a lesser extent 
Argentina. 

It was not until the turn of the century that settlers began 
moving into the Prairie Provinces. The population of the Prairie 
Provinces in 1901 was estimated to be 419,512 and it had increased by 
more than five fold to 2,353,529 in 1931. Saskatchewan's population 
anereas Cammorerthantitentold anptheysames period, from 91,279 an, 1901 
to 921,785 in 1931. This comparatively rapid population growth co- 
incided with the equally fast growth in wheat production. The "wheat 
phase" of economic development has largely been restricted in its 


application to Saskatchewan.~/ 


TABLE (5.1 


POPULATION GROWTH IN SASKATCHEWAN AND THE PRAIRIE PROVINCES 


1901-1966 










Decrease 
or 
Increase 


Prairie Provinces 





































Dal 2/9 419,512 
LOD] A492 ,432 dppO5G) daw ALG 
OZ. fe tig LO 150 5OR0.62 46.2 
EOS L OZ ss LOO OLS false) 
194] SoS, go2 2,421,905 ae 
TIS” 831,728 2 eo4:% 55.20 Dae 
HIGH O27 SSL S05 iL Zoo 

955,344 DIOLS Odo On 


SOURCES: Dominion Bureau of Statistics, Census of Canada 1966, (Ottawa, 
Queens Printer, 1969); AND M.C. Urquhart and K.A.H. Buckley, Historical 


Statistics of Canada, (Toronto, The MacMillan Co. of Canada Ltd., 1965). 
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Saskatchewan's dependence on agriculture is particularly significant 
Since the basic east-west hinterland-metropolis conflict in Saskatchewan 
is largely based on the production of one crop - wheat. As can be seen 
from the preceding table, the decline in population began around 1930 
coinciding with the world wide depression, the resulting decline in wheat 
prices and severe drought in the Prairies.7° Oraer faclrors Dear Out 
this dependence. Thus wheat production rose from 23.5 million bushels 
ine OUUR Coes Jo Mia tionepushels in 19350 an the Prairie Provinces. This 


is also the period in which Saskatchewan's population grew most rapidly.” 


EA Emre 2 
GROSS VALUE OF COMMODITY PRODUCTION IN SASKATCHEWAN 


195019637 % 


TO S59 1960) 1961 1962719190354 1964) 1965119601 1907119665 


ES ia 36.9140.4/29.7142.9(45.5138.3|40.4141.6| 35.9] 36.6 
Otserotar 

NSLS oars 63.1/59.6]70.3|57.1/54.5|61.7]/59.6]58.4164.1163.4 
gore toca 

Pee peas Cte eae 455i 1571) baal aie 50120 70 Oso nes 609k e.amle tos 
Ofedol vars *** 


——————E EES 


SOURCE: Saskatchewan Economic Development Board, 1969, Saskatchewan 
Economic Review, (No. 23, Regina, Treasury Department). 


* Non-agriculture includes the following economic sectors: mining, electric 
power, manufacturing, construction and other natural resources. 


A-SPieuressmUtsyct avalleabic, Lor. 1969. 


*** The non-agriculture sector has grown consistently - fluctuations are 
due to the agricultural sector. 
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With the exception of 1961 which was a poor year for wheat 
production in Saskatchewan, agricultural production still makes up 
roughly 40 per cent of gross commodity production each year despite the 
recent development of the petroleum, potash and pulp and paper industries. 

Desprteginereasing) tends) tovurbanazation gnythe Prairie? Provinces, 
they still have a greater proportion of their population on the farm than 
does the rest of Canada. Saskatchewan shows the greatest proportional 


concentration of farm population. 


TABLE 3.3 


PROPORTION OF FARM POPULATION IN PRAIRIE PROVINCES AND CANADA 

























1931-1966* 
Soleus Manitoba Saskatchewan Alberta 
Year 
1931 256,305 564,012 5/5097, 332095140 
(36.6) (G18) (S196) (3147) 
1941 249 ,599 SLA 677 585,064 3,152,449 
(34.2) (5704) (A852) (27.4) 
1951 ZS 23s 399 ,473 $45,222 2,911,996 
(2892) (48.0) (S6e7) (20. 8) 
1961 172,946 3053740 287,814 2,128,400 
(18. 8) (3520) (eG) (17) 
1966 161,662 281,089 Zola 1,960,365 
(16.8) (29.4) (1952) ( 9.8) 












SOURCE: Dominion Bureau of Statistics, Census of Canada 1966 Agriculture, 
(Ottawa, Queens Printer, 1969). 


* Figures in brackets are per cent proportions of farm population in 
relation to total population. 
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Despite the fairly rapid reduction of farm population as a pro- 
portion of total population in Saskatchewan, it still accounts for 
more than one quarter of the total ene venee in 1966. Saskatchewan's 
comparatively heavy dependence on agriculture and particularly wheat 
production had a special significance for the developing conflict 
relations. 

Since the production of agriculture staples required little 
processing other than handling, few secondary industries developed to 
handle it. Without a manufacturing or industrial base, there was 
little local development to supply the production equipment needed in 
farming. The National Policy tariffs kept the prices of highly 
competitive foreign manufactured production equipment high enough so 
tiateeheqeesternepricesswerc#lowerag Howeveruineprotecting¢eas tern 
braustrywi teincreasedithetcosts of operating ayfarm.—Gapital.for 
Ghegpurchaseso£ farms F)cquipment, getes, was funneled through eastern 
banks and mortgage companies. A comparative shortage of development 
Capita keptpinteresteratesefairly highs eFinaldy, yagracultural 
production, particularly wheat, had to be sold in the highly variable 
international markets. Prices varied and transportation was a 


constant problem. 


5. THE ORIGIN OF CONFLICT 








Very early in the development of wheat farming, two problems 
became obvious to the producers. Both the marketing and transport of 
wheat were difficulties to be overcome if Saskatchewan farmers were to 


produce for other than local consumption. Marketing problems involved 
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both the variability of world wide supply and demand as well as the 
expense of storage and handling. Because of its bulk, wheat requires 
large scale, low cost transportation. 

Before the advent of the transcontinental railway, wheat had been 
produced for export in the St. Lawrence River valley. The comparatively 
low cost water transport of the St. Lawrence Canal System completed in 
1848, along with the export demand for grain and the development of com- 
mercial farming practices brought increasing prosperity to the areas 
Before the develcpment of this system of canals, the basic problem of 
the marketing and transporting Of grain came into clear focus. The 
price for this staple commodity was highly variable based on what the 
importer was paying at any given time. The price to the producer was 
the selling price less marketing and shipping costs. Due to its comp- 
aratively low valuG in relation to its bulk, transportation costs were 
Camegicrcerep le srentiLcance i scctting the producers” price, “Low cost 
transport was essential. The canal system had, at least, resolved this 
propiem 1or tite farmers of the St. Lawrence River Valley: 

The same problem also faced the people of the Red River settlement 
after 1822. The settlers supplied the local food needs of the Hudson's 
Bay Company but needed additional income for their own support. Despite 
the strenuous efforts of the Hudson's Bay Company, many of the settlers 
Carried on a trade in turs into the ’United States. @Many efiorts were 
made between 1822 and 1849 to develop a staple commodity trade to 
reduce this unwanted trade in furs. Although local wheat and flour 
production increased substantially to meet the needs of the Company, it 


was too bulky and low in value per volume to make it a desirable trading 
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good. Large scale wheat production was not possible without cheap 
transportation and an early ripening wheat. °? 

Agricultural settlement and particularly the wheat economy became 
possible with the advent of the transcontinental railway. The resulting 
rapid growth of population stimulated the railway to build branch tees eae 
The railways thereby achieved two purposes; one to dispose of the land 
they had been granted during the construction phase and second, traffic 
for their railway lines. >> 

One major factor accounts for the limited settlement in the tree- 
descsyplains untii the tum of the century. It was the problem of 
adapting farming methods to the low moisture, dry land area of the 
Greateelains. AS Webb points Out, sthis was «the one cause of the long 
delayein Settling the Great Plains area in the United States," The 
solutions which became comparatively effective by 1900 were a combination 
of practices developed in the United States as well as the innovations 
cCatried out pby experimental farms"' in Canada. Two_of sthe experimental 
farm innovations were the development of early maturing Marquis wheat 
and popularizing the more important practice of summer fallowing as 
a means of preserving moisture.>> 

Settlement in Saskatchewan was extremely rapid between 1900 and 
1914, continuing at a slower rate until 1930. The problems and conflicts 
over the control of resources were developing even before the major thrust 
of settlement following 1900. The flow of grain along the newly completed 
railroad was hampered as early as 1887 by a lack of railway cars and 
storage facilities at the shipping points. The limited available 


storage was mainly the flat warehouse where the individual stored his 
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bagged grain until he had a car load lot. The car load was then sent 
to Winnipeg or Port Arthur where it was graded and weighed by federal 
government inspectors to be sold through commission agents on the 
Grain Exchange at Winnipeg. The problem of storage and transport was 
complicated by the fact that there was little farm storage and limited 
Shipping point storage. Thus as much grain as possible had to be 
shipped to the lakehead each year before the shipping season Etoscdte 
The railway, in order to solve storage and transport problems, 
stimulated the development of standard 25,000 bushels elevators by 
granting free leases of land and monopoly access to railway cars. By 
1899 there were about 450 of these elevators, most of them owned by 
three elevator syndicates and two large milling companies.’ The 
elevators were of immense value in improving storage and transport but 
itelimeced@thestarmer'’s abplity to™ship+car load@lotstdireécteto Winnipeg. 
Bulk storage eliminated individual grain storage. The farmer had a 
choveesof Storing it under thé’ élevator® companies" *conditions® or 
selling it at a local buyer's terms. They soon began to complain about 
low grades, excessive dockage and even inaccurate weighing of eads.a 
Fowke suggests that this was still the time when farmers had some 
political power for they were still important to the purpose of the 
Dominion. >» The struggle for change was therefore both political and 
social. The farmers' case was taken to the federal parliament and 
given a favorable hearing. A Royal Commission was set up. It 
recommended ways of meeting the farmers' legitimate requests. The 
pressure on the C.P.R. resulted in their once again allowing car 


load shipments. The next year these recommendations were made law. 


The railway continued to meet the legal requirements of the law but 
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not its intent. The following year (1901) produced a record wheat 
crop. There was a car shortage for all; but the farmers complained that 
the elevator companies got priority. At a meeting called in Indian 
Head, Saskatchewan, the Territorial Grain Growers! Association was 
formed, “© 

Following another record wheat crop in 1902 the new organization 
contacted the C.P.R. to arrange for its agents to meet the intent of the 
law. When theydidn't, the association laid a charge against a railway 
agent at Sintaluta under the car distribution section of the law. They 
won the case and it was upheld in an appeal to the Supreme Court of 
Ganada., As)a‘result, the C.P.R. agreed to supply cars according to the 
order of application in the order book. The farmers won this struggle 
in 1903.41 

nemstecessroratne laGiGiA. ankunitinpetomcoumter etheicentralized 
control of the grain handling interests impressed on farmers the value 
of united San After theimitimsitesuccessay then? {GuG sA.ept ackiled 
the problem of marketing grain. Among their complaints were the grading 
of grain, suspected manipulation of prices by the Northwest Grain 
Dealer's Association and the speculation inherent in the Grain Exchange. 7? 
The farmers felt that they were not receiving true grades on their grain 
and that grades were mixed at terminal points to get better prices for 
the dealers. Baking tests of the various grades of wheat, in fact, 
showed little justification for the price differential between grades.“ 
The matter of grading is still an issue in 1970 for farmers claim loss 


of Canadian wheat markets are partly a result of relying on an obsolete 


: : 45 
weight grading system rather than on protein-content grading system. 
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The T.G.G.A. decided to form their own co-operatively organized 
commission grain sales company. Despite various difficulties, the 
Grain Growers' Company was in operation by September, 1906. Within six 
weeks of obtaining a seat on the Grain Exchange, they lost it ostensibly 
because they proposed to divide profits among members on the basis of 
their patronage with the company. They were re-admitted in April, 1907 
following pressure resulting from court action, another Royal Commission 
and legislative action from the Manitoba government as well as the 
pressuresiof public opinion. ”° The company grew, despite continuous 
harassing tactics by the Grain Exchange and grain dealers. They began 
marketing direct to exporters and eastern markets in 1908.77 

imere tare ssnumberfotsother aspects,o£: this; struggle, for control 
Oimresourcesw wrarmeassociations, ingthe) three: Prairie) Provinces in 
1908 pressed provincial and the federal government to establish interior 
storage facilities to overcome the abuses of the line elevator companies. 
They were successful with the government in Manitoba but when this 
effort lost money, the provincial government blamed the grain Sone, 
The Grain Growers' Company took over the elevators. However, the 
independent farmers began using facilities offering them the best 
relative advantage. Their early loyalty, arising out of their anger 
with line companies, evaporated. As a result of the small volume, 
the Grain Grower's Company lost money in their first year in the 
business of grain por acon 

A commission appointed in Saskatchewan to explore the same storage 
and marketing problems concluded that line elevator and milling 


companies had a dominating position in relation to grain producers as 


well as an overwhelming advantage over other grain dealers by virtue 
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Oe chedmei nt Cralse aspwedl)] “as\terminal’storagel facilities. Their 
position amounted to potential, if not actual monopoly.) The 
commission recommended a farmer owned company, locally controlled but 
With centralized management. The Saskatchewan Co-operative Elevator 
Act was passed in 1911 and a farmer owned company began operation in 
the same year. It did so well that the farmers were now sure the line 
elevators companies had been making excessive profits. Its success 
attracted other farmers. By the end of its second year of operation 
the company had built 192 new elevators through its own construction 
division.>+ 

The non-farm control of terminal storage facilities raised other 
roo lemsema tne -ftarmersmiclt) thabwthe line clevator and milling 
companies, by mixing lower grades into higher grade wheat and by 
deliberately poor cleaning practices were increasing the value of the 
grain thus making illegal profits. A government inspection, in fact 
found that there was substantial variation between the stated and actual 
Gvanatities@ofevarious vrades of wheat in terminal storage facilities. 
Two companies were charged and convicted of illegally mixing grades of 
wheat. To overcome this problem, the Grain Growers' Association and the 
Saskatchewan Co-operative Elevator Company acquired their own terminal 
storage facilities. Farm pressure resulted in tighter regulation and 
inspection of other terminals as well as in the formation of the Board 
of Grain Commissioners who also built a terminal. >“ 

The farmers had gained some control of resources in transporation 
and storage of their grain but marketing was still a problem. During the 


crop year 1919-20, farmers were required to pool their grain for sale by 
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the Canadian Wheat Board. The collective marketing experience seemed 
to be successful, particularly when a return to open market conditions 
coincided with a collapse in wheat prices from $2.78 in September, 1920 
to $1.76 per bushel in April, 1921, apparently due to speculative 
trading. The farmers began pressing first for compulsory and then 
voluntary pooling procedures. The purpose of pooling was to produce 

an orderly marketing process in which grain could be sold year round 
rather than in an annual fall rush which caused an increase in supply 
ade torte preces. 

The farmer owned elevator companies did not alleviate this problem 
Since’ they had no real part in@theymarketing Of wheats. ° After a drastic 
fal eineprrces “com crding witha record wheat crop in 19235, the 
Saskatchewan Wheat Pool was formed in 1924. In 1926, despite considerable 
resistance, it acquired the Saskatchewan Co-operative Elevator Company 
and became the major buyer of Saskatchewan wheat.>4 

This fairly lengthy and detailed account of the efforts of 
farmers to obtain control of transportation, storage and marketing 
resources illustrates the continuing conflict between Saskatchewan 
farmers and the large privately owned milling, railways and line 
elevator companies mostly from the east. The first struggle was with 
the railway monopoly of the C.P.R. which was partially overcome by 
the construction of a second railway line. The next struggle was over 
the monopoly control and apparent price manipulation of the privately 
owned line elevator companies. Political, legal, as well as other 
action, such as building their own shipping point storage partially 


solved this conflict only to make the conflict over terminal storage 


bome2 Fre More 
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more obvious. These struggles were partially resolved by pur- 

chasing their own terminal facilities. However in order to remain 
competitive, their own companies began to practice grade mixing, poor 
cleaning and price speculation. Voluntary pooling, leading to "orderly 
marketing", was suggested as a solution to these marketing problems. 

The whole series of solutions arose out of the conflict over the control 
of resources with each solution bringing another form of resource 

cop elec an tLosthes:oretront} 

This was only one side of the continuing conflict for another 
faceu Ofathe strugsleqawasemoreydirectly related totthepproducti on! of 
Peal deer Obectl on aewhethermthrougnetarifisvor subsidies fers related to 
the immediate concems of producers in a given situation. As Fowke 
POiInes QUE Jmmeithe wothe farmersor commercial interests in? Canada have 
evetsbecneconGinueus ly jor sconsistently forior@against protective 
GaGieton aslioweveu they sh aveiconisistently been fonethe sopposite sidetot 
Gach soar et josie Westem grain growers who were beyond doubt 
dependent om exports, to toreignimarkets icared Tittle forthe home 
Market, arygument ~ Fowke states the case clearly: 

"Merchants and transportation interests on the 
other hand, as pointed out on preceding pages, 
have frequently been Canada's great free traders. 
Not so, however, in regard to the trade with 
westem Canada. So far as concerned the commerce 
with the growing western agricultural community, 
itiwes edtmethaty free trade. couldmonly, neantsupp ly. 
by American merchants, transport by American 
railroadsee Partichlanlya because Oetieswestem 
prospect, Canadian manufacturers, merchants and 
the major transportation group of the country, 
along with the sustaining and interdependent 
banking houses in Montreal and Toronto were 


united in support of the National Policy of 
tariff protection,''!56 





r] 
‘ 
os 
4 J ‘ M ,, 
- 
{ go] 
‘ ‘ ¥ - ‘i? Pe il 
; 
ne ; ‘ 

e 

ivr 

' 
a ' o~ 
. ; = 
r ‘ 
=o 
j 
vi @ - 
. ro] ~ 
7 
) i Ss i 
- f 


hae) ie 


a Ae . .t9oo. need gave 


- 


. oo 
. aa 







i. > he © 7 bn 2 

9 tine? OBS + 
_ a : 

rab a egos 





100, 


. 7 _ 7 7 
— ia + nis - : } i aia 
GOS Olivet wt Day Oo TS. Gf {ohm iorene - ra 7 










: a oe it ix ea LB v7? teow gore ty Ot we 7 7 
Te uae ip pay biugs sbe A ee | ’ wrt) > &ow ahs) 
a nine qu pt cen ‘A me oes hu heer. iy 







> 
oe) 






24 





eS (ee 


In the federal election of 1911, the’Liberal Party, only partly 
convinced of the farmers' strength, nevertheless supported reciprocity. 
The Liberals, who had a majority prior to the election lost to the 
Conservatives who were against reciprocity. Saskatchewan, however, 
returned only one Conservative.?/ The®eléction of o58members@of “the 
Progressive Party, also known as the Farmers! Party, to the Dominion 
Parliament in 1921 was mainly a result of the effort to re-instate the 
Canadian Wheat Board (compulsory pooling). But the removal of the 
tariff was a strong second issue for it would reduce costs, particularly 
in an era of rising consumer prices and falling wheat prices.”° Tariff 
reductions were made on farm machinery in 1924 and on cheaper makes of 
cars in 1926, but were moved upward again by the Conservative government 
in and following 1930. It is Fowke's contention that the peak of farm 
Strenethewas reached cithersinel191l*orvl921 sand atter®1930%it lost 
much of its power since agriculture had fulfilled its purpose in the 
national policy of building a nation by settling the west, developing 
a market for eastern industry and commerce and fulfilling the demands 


Of themdefence policy.” 


6. OTHER METHODS OF HANDLING CONFLICT 

Farmers in Saskatchewan, in order to reduce their costes used 
pooled purchase procedures. A group of farmers, in order to reduce 
costs by cutting out the middleman, would order a car load lot of 
produce like flour, binder twine, apples, coal, barbed wire or posts 
direct from the supplier. These practices, however, were viewed with 


6 
considerable disfavor by local merchants and dealers. e 
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In 1913 the Agricultural Co-operative Associations Act was passed 
in Saskatchewan and the first formal consumer co-operative was in- 
corporated in 1914. Experiments in formal, permanent pooled purchasing 
had been tried earlier to offset what the farmers considered to be the 
autocratic attitude of merchants and dealersean Pressure*= trom retail 
dealers and merchants closed off many wholesale outlets to these formal 
and informal purchasing pools. To overcome this, the Saskatchewan Grain 
Growers' Association set up a wholesale trading department in 1914 to 
supply the needs of the local co-operatives. It never was very success- 
ful. The Saskatchewan Co-operative Wholesale Society Limited was in- 
corporated in 1928 and took over this trading department ,°7 continuing 
successfully under a different name to the present. Many of the consumer 
¢0-operatives sold gas and oil to their members but these activities 
were viewed with outright distaste by merchants and dealers. In many 
Casesy wicy iadsalrriculvy setting "supplies andvas a’result™in “1955 
Se prupethiei Feown refinery in Regina’? Winch Ls es trl itn operation 
supplying petroleum products to co-operative associations. 

Anouler major reLtort to gain control of resources in contrast sto 
the economic effort of the various co-operatives was direct political 
action site electoral success of the Progréssrve*or Farmers’ Party 
in the Prairie Provinces in the 1921 federal election has already been 
stressed. They won every seat except Regina with 62.6 per cent of the 


ems Inel9S0), "as a result or woridvdepressron, the 


total sprovincral vote: 
basis ‘was Pset “forithe eventual emergence of the Socialist ClC.Fs party. 


Their platform raised the issue of a planned economy versus an open market 


economy into the wider conflict over the control of resources and/or 





















aye 


} 


beaeig 20 tA anoitolsoee av honage-od) ta Mes hige eas ef@r pe 


q 


~—@t taw @/ fixpoqwh-04 sean Tmarsh net Malls bis neévefiotgd 


Fe 


ghieetots besoor svoncetoq:,leatel-ate Sipsaieee. .htei eed pene 
: . ont 
947 a of berobttimyo cresacl sid Jade, Teek3e,-oF eoelieew fers hood At 
, ; 7 ie 


,! 


finger mor) acairesy rt 273! sh bar -eiekeeyea : to sobs ss 24 tet Qotep 






lenite?- orsit on etolqo oftestod’ viiw- ti6liteeks esanienee bee eile 


. =. 
Aint) movodarsAcue ol? . mioet we Cl . aloo gatzeceeie Deaeaad ore 


od O12] at tavumdvee) cateds cletelody & Te. the wo iheseeees ‘aroworad . 


- 
. “ a 

rea as La i? @Qi¢ > w yas . “4 , - a t.* i loae 2 J 
-peapsue Ytev es veh 3) .agviteieqe+os DSot ors tous gay ee 


~ftt wm bBOJ tm 4) 73 150% PeRs2eLoyl. ay t44 Ent yi R) “GW io 7a were edT ne” ' 


: a 
. ‘ ao eee “+ = 
{ral $062 _ dom Den (ORITI et? “cel AOS bis er ores tiwtasenrap” 7 
4 i 

he - , ss . ' - “ P 
Towed? ait de. yon litH29 Inn Ostevor? ih cae Aimee 
° . > p A i 

ROLSivIISR gpend Hid eiainon Tis? op [60 Bis aay Mee cee 
é f - 


Vaan ai,  ,atsie¢eh dnt etocdo io 97PeTeIN trietrao erly ewe oneal 


A eo ae . ee Jee ; - j 
COE) AL TbeeT & ah be ao linge gnitiege ePLOai i Gag ore Be eee 


nor7Etsqe Gi (fists ai Astiw “brews ta VIONi2eT Ww) 7 hae ae gee eae 
7 aa 


* . ; > ae > 
SRO CIRIIO2eh OV i heron OF eioohos ¢ ‘masher JOY BREE - 0 





OF Seetsnoo At 205TH eet to fovizies nis ot, deta’ 1oiom soon. a ‘ 7 


Seggeiiog toetih caw eovitoisuo-a> aviitay sxr to 2094 oie 










yiaes |! cron tO W bees H53'] lt Io, eens zs Te osoere) wa 
feed. ybrerin PHA MObkIZLA letoids 150) -ad}pal, 2aocivot? 


7 


.7 a] > if ith arthy § ‘| 3900 r 7. > , 2 
- i ¥ ia 





= Sys 


positions.°> AsmlapsSet pointsiout i conflicteormthes signiticantapolitical 
cleavage, as he calls it was: "that between the farm world and the 
world of the towns and cities linked to urban eastern business.""°° 

The varying responses or reactions to the continuing conflict 
over resources and positions led farmers in Saskatchewan to develop a 
variety of social organizations each with the avowed purpose of gaining 
control of resources essential to the welfare of the farmers. The 
farmers also were not adverse to using political pressure and political 


Dart lesy ine thea rastrupel ev fori -controlt 


fb THE: HISTORICAL: CONTEXT OF CONFLICT 

ihemconmiaciweover, thelicontrolfom resourcess betweens theghuairie 
farmer and eastern business concerns is set within the policy of nation 
Duuldrnceas Ihemsetulements of theiwesteserved) twor purposesarerirst mit 
was a defence against annexation of the west into the United States and 
second, it served as a market for growing production in the east. Tariff. 
policies protected eastern businesses from their highly competitive 
counterparts on the eastern seaboard of the United States resulting in 
higher prices for goods and services in the west. The transcontinental 
railway served as a means to link the nation as well as a means of 
transport for settlers, eastern products and western commodities to their 
respective markets. 

In Saskatchewan, agriculture was and continues to be the major 
industry producing mainly wheat. The yield and price of wheat fluctuated 
constantly resulting in a constant state of uncertainty for the farmer. 


The transport, storage and marketing of wheat seemed just as uncertain 
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and beyond the farmers' control. Through such means as political 

pressure and the formation of co-operatively owned storage and 

marketing facilities, farmers attempted to gain control of some of these 

factors. The struggle was not a smooth or gradual process but seemed 

to take the form of a series of development surges arising out of the 

Strugale forthe pcontro lof resources. The result of one of these surges 

was the development of co-operatively owned consumer outlets to gain 

some control of the prices on needed goods and services. By 1930 

they had formed at least partial solutions to most of these problems. 
About this time prolonged drought along with an international 

depression brought a new problem into prominence. Farm credit had 

always been scarce, but with the drastic decline of farm income following 

the drought and depression, this resource became almost non-existent. 

jiemcammerss sexpemencesin solving their problems of resource control 

through organized co-operative activity directed their search for 

alternative sources of credit to another form of co-operative - the 

ECoULt etn Tone Witiliietie nis torical @contextsof thers tudy gaseset sin 

this chapter, the conflict over position and/or resources will now be 

directed to the subject of this case study which is the development of 


credit unions. 
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CHAPTER IV 


THE DEVELOPMENT BACKGROUND OF SASKATCHEWAN CREDIT UNIONS 


Two events, one related to the physical environment of the Prairies 
and the second an international economic situation occurred almost 
Simultaneously in the decade beginning in 1930 and each affected the 
development of the Prairie economy. The world wide economic depression 
beginning in 1929 drove wheat prices down drastically. In the wheat 
economy of Saskatchewan this fact was of extreme significance. Coupled 
with this was the heavy drought which began about the same time. The 
resulting reduced wheat yield intensified the problems of depression. 

From the very beginning of Prairie settlement and development, 
there had been a consistent shortage of development capital. The 
depression and recession combined to almost close out the already 
short supply of credit. Conditions became so difficult that loans of 
even the smallest denomination were the difference between the end or 
SUwavailoot a tamulyatarm:. In thesessi tuations, thescredut sui ons Jot 


Saskatchewan developed. 


Ey THE ROLE OF DEVELOPMENT CAPITAL 

The banking system in Canada developed in a way unique to North 
America. Rather than the unit bank development common to the United 
States, Canadian banking developed as a branch banking system. Each 
bank developed many branches under the centralized control of an 


easter head office. Although the strength of this system was born out 
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in the Great Depression relative to the United States banking system, 
it tended to be comparatively aloof and insensitive to local needs. By 
tradition, the banks, for purposes of liquidity, tended to deal in 
commercial paper rather than in agricultural lending. They did however, 
play an important part in the sale of crops. The banks also were a 
source of indirect farm credit since they held the commercial paper of 
implement dealers, jobbers, etc., who supplied the direct operating 
credit for the farmer. Banks usually only made small short-term loans 
to farmers. | 
When the surge of settlement in the Prairies began around the turn 

- of the century, a persistent shortage of development capital for the pur- 
chase of land and equipment and construction of buildings quickly became 
apparent.e *Part©ofsthase shortage! was metsbye the: influx*of British and 
other foreign capital channeled through the mortgage loan and trust 
companies of Eastern Canada.“ The operating and consumption credit needs 
of the farmer with his once-a-year pay day was financed by merchants who 
in turn were backed by wholesalers and jobbers in the East. As it was 
pointed out in the preceding paragraph, the banks supplied the credit 
CO mish tatters crouprinithemeredit chain.> As Easterbrooke points out: 

"From the standpoint of the financing of Canada's 

agriculture, the most important factors in Canadian 

economic history have been the subservience of 

agriculture to other industries....'"4 

One early, continuing and fairly substantial source of agricultural 

capital were government grants and loans. Before Saskatchewan and 
Alberta became provinces, this support came solely from the federal 


government. In Saskatchewan after 1906 the provincial government 
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took on many of these responsibilities although the federal government 
was never excluded. Provincial assistance included capital to assist 
agricultural diversification, veteran resettlement and other farm loans.” 
Federal assistance took the form of loans, grants, guarantee of loans 

as well as debt adjustment. Their efforts in product development, 
storage, transportation and education continue to be fairly substantial. 
There was also the matter of emergency assistance and relief in seed, 
fodder and provisions. 

Government participation in farm financing however, makes up only 
apoimalMapartedpethe total@financing requirements in agriculture in 
Saskatchewan. The basic sources of farm credit in Canada were private, 
erenepeiidividualwor corporates Related ‘to this is the’ fact that in 
Ganadaetiicre sare noespeci 1c uinstitutionssdesigned to meet the needs of 


agriculture. / 


Zs DROUGHT AND DEPRESSION 

Reference was made earlier to Saskatchewan's dependence on factors, 
events and situations beyond the control of its people. It would not 
Dewaistti cult to write an economic history Of the Province, based onea 
theme of dependence. Two major crises occurred nearly simultaneously 
in 1929 and brought this dependence into sharp relief. Nearly a decade 
of drought was one crisis internal to the province and the Great 
Depression almost of the same duration was external, but both seriously 
affected Saskatchewan's economy. 

The stock market crash of 1929 was followed by the depression which 


drastically reduced the markets for Saskatchewan wheat. The depression 
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nUse Peenadevonilyebeen one Of. thesfactors leading toa decline inworld 
wide markets and prices. A surplus of wheat among the world's grain 
producing nations had developed a year earlier with the fall in prices 
brought about in part by this surplus and in part by the depression, 
the world's wheat producing countries took protective action to hold 
as well as expand their markets. The result was a reduction in the 
demand for Saskatchewan wheat. 

The price of wheat which had been in onesof its periodic declines 
ieee 7 omoropped. da. cereal 298toethne lowest devel “in 500 gvears of 
commercial dealing. In Deceiver 19326 the pice Was eso sesnts a bushel.°® 
MEeenewsciewuilic Une prices on goods, Serviceserctc., used by farmers 
remained high. Mackintosh points out that while the purchasing power 
of wheat declined by two thirds to an index level of 34 in 1952 trom 
100 in 1914, the index of comnodities and equipment for household and 
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TABLE 4.1 


AVERAGE FARM WHEAT PRICE IN DOLLARS PER BUSHEL 





1920-1945 
YEAR PRICES YEAR Piveis* 
1920 iia Ses: 1933 .47 
ead 226 1934 .61 
122 ao Ss .60 
1925 200 1936 oe 
1924 et 1935 / 1,05 
1925 1s) ES Sye) oo 
1926 1.08 19°39 .o4 
LOZ, sO 7 1940 sere 
1928 set Oh 1941 ay) 
1929 ele 1942 el 
#930 47 1943 1.14 
Po . 38 1944 ara 
1932 Sa) 1945 1.64 


SCUCGH mGshom pri intel The iivear Economy (Toronto, Univ; of Toronto 
Pressel Joo) Taple 215° P2772) AND "Gl E-? Britnell ‘and V.C. Fowke, 
Canadian Agriculture in War and Peace 1935-50 (Stanford, Stanford Univ. 
Presse 962), "Taple lV, Pp. 446-447. 


“eines pri cesot woeat tO the! tarmer ats hiseshipping point. 

The depression did not strike equally hard at all groups and regions 
of Canada. Those in skilled trades, | professions: and white-—col larpoccupa- 
tions actually achieved a gain in real income. The loss was borne by the 
unemployed, by farmers and other primary producers and by those living off 
jeanne investments. 1° 

A number of factors combined to strike hard at the wheat producer. 
The very large world and Canadian wheat crop of 1928 resulted in a huge 
surplus which threatened prices even before the depression started. | 


In order to protect their own agricultural industries, various European 


countries placed high tariffs on wheat in 1930 as well as later quantit- 
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ative restrictions on imports. The result was a reduction of Canadian 
wheat exports by 150 million bushels a year. In addition, Australia and 
Argentina, for a variety of reasons, severely depreciated their 
currencies, thus reducing the effective price of their export wheat. 
Since both were major exporters, this further reduced Canadian wheat 
exports. ‘During 1930-32 Russia pushed large exports of wheat, Danube 
countries subsidized exports and the United States dumped its stabili- 
zation holdings. All these factors reduced prices as well as Canadian 
wheat exports. Finally the Hawley-Smoot Tariff of 1930 closed out 
agriculture exports to the United States. 1? pincesthesmajorsportion of 
wheat production was for export, the wheat farmer reached desperate 
straits. 

Britnell cites an estimate based on extensive surveys in many areas 
in Saskatchewan in 1933 that an income of $6.80 per acre was necessary 
to handle minimum expenses but excluding the servicing of interest on 
debts lan Mackintosh, working only with available gross data for the 
Province of Saskatchewan and using the average yield of 16.7 bushels of 
wheat per acre between 1921-30, estimates a cost of $9.81 per acre 
including both variable and fixed costs. This estimate does not 
include interest on owned or borrowed capital. Variable costs include 
hired labor, threshing, binder twine, since they will vary with the 
yield. All the rest, including family living expenses were considered 
fixedin 

These figures point out the reasons for the substantial expenditures 
OlmeLeiieee 0 Saskatchewan*” since income per acre at the average yield 


of 16.7 bushels per acre would have been about $5.85 per acre. It is 
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therefore not difficult to see the situation facing Saskatchewan farmers 
when the combination of low wheat prices and poor yield during the 
drought reduced average income below either of these estimates. The 
estimates must be considered as only crude averages since the degree of 
mechanization and size of the farm would lead to proportional reduction 
Pamcostsuper acre, | furthermore: cash income estimates exclude income in 
kind from farm gardens, beef, chickens, etc. 

Drought struck in Saskatchewan in 1929 as it did throughout the 
Grescerlains or North América: |lts effects were, greatest in’ the south 
Oemelicmorovince s6ror altimeésitplookedtas if CaptainsJonn Paitiser's 
designation in 1857 to 1859 of this area as being unfit for human 
habitation was being proved trnesae "Palliser's Triangle" includes much 
of the southern part of present day Alberta and Saskatchewan and the 


area of most severe drought. In any event, wheat yields dropped 


substantially reducing income even further. 
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TABLE 4.2 
SASKATCHEWAN WHEAT PRODUCTION IN BUSHELS 


1925-1940 


Total Production Average Yield Area Seeded 
(Millions of Bushels) (Bushels) (Millions of Acres) 


MPR AYN U OD YAOOrFHWUN OC 
_ 
nN 

ONIN 300) OR DORCAS 60 Clon Gh 


ne) 
a) 
a 
a2 
6 
AY 
no 
a 
a0 
ae 
2 
eu) 
0 
aU 
a0 
a7 





SOURCES ~G;E: Britnel], The Wheat Economy (Toronto, Univ. of Toronto 
BeesS yar 59)a bao lewd, Pan 50 # .ANDS Gace. .bratnelLleandal. Ga sFowkes 
Canadian Agriculture in War and Peace 1935-50 (Stanford, Stanford Univ. 
EBress wal9O2)SalabléeoLy 4p. 446, 

Summerfallow, which had been the discovery which made dry land 
farming possible, became a serious disadvantage. The soil was deep- 
cultivated with no vegetation cover to hold it together. In the pro- 
longed dry conditions, the normally high winds of the region caused 
severe soil drifting which exposed the sprouting grain or cut it off 
through the abrasive action of wind and soil particles.’ In any 
event, wheat production was sharply reduced and when combined with low 


prices, left the economy of Saskatchewan in serious decline. 


The supply of credit which had always been scarce, dried up 
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almost completely. The credit for operating purposes which had been 
extended by merchants and dealers was no longer available since re- 
payment was difficult. Debt re-adjustment processes and general economic 
conditions severely reduced mortgage credit. The strength of the branch 
banking system had made rapid branch expansion possible. Rather than 
having to build up a source of capital through local savings, they 

could be in oe activity immediately through savings from the rest 

of the system. However this same strength made it easier for banks to 
quickly reduce their branch outlets. The branch did not have the 
developer's investment tied up as in the unit bank where he was a part 

of the community with his own funds staked on the future of the comnunity. 
The 442 branches of banks in 1929 in 385 communities were reduced to 
Zoumins LOOP conmuns tiessby i940. +8 With the grain harvest as the only 
source of income and coming only once a year, there was still a need for 
intermediate and short term credit. However, most conventional sources 
of credit had dried up. The farm people of Saskatchewan again attempted 
awlocel Solution®in theiyrstrusglesto controlsscarce® resourcesmassince 
they already had considerable experience with varying forms of producer 


and consumer co-operatives, they turned to co-operatives as a means to 


meet their credit needs. 


3. CREDIT UNION (CO-OPERATIVE) PRINCIPLES AND PRACTICES 

Although there has always been a substantial element of ideology 
or "co-operative philosophy" in Saskatchewan, most efforts at formalized 
co-operation were highly pragmatic solutions to practical every day 


problems. Despite this emphasis on the practical, there was nevertheless 
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always an underlying utopian idealism. 

Utopias and utopian thought in one form or another has been a 
persistent form of Wester European and American political and social 
comment. Even from a limited reading of such literature, it would be 
easy to develop a long list of adjectives describing utopias. A 
partial list would include stable, harmonious, ordered, progressive, 
Statvey wdealvs tie, regulated s:ctes |] f1-ticils possablestoerindgall athese 
characteristics in one or another kind of utopian scheme. Three of 
these descriptive adjectives are in varying degrees characteristic of 
tirssindsot sthought®, iheyyare. idealism) icritatctsmeandea (Lacksof 
realism. 

Idealism, as used here, refers to some ideal state of affairs or 
kimesobepertection neta kely attainable feathleast«enot eat theeparticular 
times Unemrdeals Ofssocialtorganization expressed byslhomashMoresin 
tite tsaxteenth secentury sscemedelikesiidle dreams? but many of them, like 
universal medical care are now a fact in many parts of the world. The 
utopian ideal state or form of social organization usually. stands in 
Gr ercalmconcrasipyt orthemauthor'svsocictys shteis aingliliach siwordss 
an attempt ''to negate the negative itself in human Seance ihe 
lack of realism is directly related to idealism since utopian thought 
tends to be impossible to attain at the time in question. 

These tendencies of utopian thought underly the three European 
traditions which form the basis for credit union practice in Saskatchewan. 
Two of these traditions developed in Germany and the third in England. 
The two German traditions were developed almost simultaneously to fight 


usury. One attempted to resolve rural credit problems; the other to 
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resolve the credit problems of wage workers and small SnLYreprencurs, 

Friedrich Wilhelm Raiffeisen (1818-1888), as a German civil 
servant, was the appointed mayor of a small German town. Due to drought 
resulting in severe poverty in 1847-48, he formed a co-operative bakery 
and co-operative livestock purchasing association in 1849. He also 
experimented with co-operative credit in 1854 but it was not until 1869 
that he formed the first mutual self-help co-operative credit society 
in conjunction with a wholesale co-operative purchasing society. His 
Upeop re sebanks were purely Yuralvin origin. Aiter*ars low start, 
they spread over much of Europe and by 1910 had loans in Germany 
emoUNtine to meariyea halt biblvonedollars: 

Herman Schulze-Delitzsch (1808-1883) also began experiments with 
co-operatives in the famines of 1846-47 forming his first co-operative 
Credmtmsociety ineloo0. Plhis *credit was to be =a means= sor the purchase 
of raw materials for shoemakers and joiners in two German villages. 
Eyes oor tia the aldol *2 personal iriend, (this *iirst™= credit steesickay 
had become truely a co-operative self-help organization. Like Raiffeisen, 
he stumped Germany with missionary zeal to spread his idea. His credit 
societies also spread over Europe but were oriented to wage workers 
and middle class producers. 

Although there are similarities between the two, the contrasts are 
fairly marked. Schulze-Delitzsch was not concerned with the moral 
regeneration of the world. His efforts were economic only - to supply . 
capital for productive purposes. Raiffeisen, on the other hand, built 
his credit societies on humanitarian and Christian ideals. A number 


of priests and ministers said they did as much morally for their church 
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members on did the churches. Furthermore its aim was to alleviate 
poverty particularly among rural people. 

Underlying the Schulze-Delitzsch system was the basic idea of 
thrift to achieve self-sufficiency. .This,emphasis on thrift (or 
worldly asceticism) was a key concept in Max Weber's work on capitalism. 
As a consequence, membership fees and shares were relatively high 
and with limited liability. Outside aid was rejected. The source of 
loan capital was to be shares and savings on which comparatively 
high dividends were paid. Reserves were held to be important as a 
source of stability. The management committee was elected by.rthe 
members and they were paid for their services. Their work was checked 
bDyechectected but sindependent )commi ttee .j aThese,icredi tys ocieties 
covered large territories and they carried out general banking business. 
Their business emphasis made them strong but rather austere and 
impersonal. 

RaLtfeisen set up his credit societies sto fighteusury andthelpithe 
poor. They covered only small areas - at most two or three small 
parishes. They followed a careful process of selecting members but 
once the selection was carried out were highly democratic. The work of 
the credit society was carried out by volunteers with little or no pay. 
They were concerned with savings and loans only and not with banking 
services. Entrance fees were small or non-existent and the cost of 
shares was low. Loans tended to be fairly long term to meet the 
particular credit needs of agriculture. All of the surplus went 
directly into slowly building up reserves to be utilized as loan capital. 


: ZA 
Furthermore, they did make use of outside funds. 
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The third tradition comes from England. Although it has a 
consumer co-operative orientation, it is an important factor in 
Saskatchewan credit unions. In 1844 the weavers at Rochdale formed 
a co-operative society for the purchase of consumer goods. One 
analysis suggests that the formation of this organization was a means 
to achieve civil equality for this group of citizens within the 
larger Boctety. +a Whether? thas dmterpret ationiaséeecalisita cog the 
Rochdale Pioneers did emphasize "democratic" control through the one 
member-one vote principle. Two other operating principles stress 
equality; voluntary, open membership and distribution of surplus 
according to patronage. They also held that there should be limited 
iuiberests on) capi tall,* political) and) religious: neutrality>,) cash trading 
and the promotion of education. 7° 

Credit unions, or more appropriately caisses populaire* (people's 
banks) were brought to Canada through the efforts of Alphonse Desjardins, 
a Quebec journalist and legislative reporter. In both occupations he 
became aware of the problems created by usury. He began a study of the 
work of Raiffeisen and Schulze-Delitzsch.| As a result he set) up the 
first caisse populaire in his home town of Levis, Quebec in 1900 and 
helped to set one up in Manchester, New Hampshire in 1909. His people's 
banks were based on the territory of the rural parishaca From this 
beginning in Quebec they spread in modified form throughout the United 
States and Canada. 


*The French name caisses populaire will be used interchangeably 
with the name credit union throughout this study. 
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Btopransidealism sand) criticismuas:disicernibleiniallethree of the 
European credit society traditions. Raiffeisen idealism is «directed 
at removing poverty while his criticism is directed at usurious practices. 
Schulze-Delitzsch attempted to achieve the ideal of making all people 
sma livscale andehencevindependent, capitalists” His fcriticismiis 
directed at the inefficiency of the capitalist system which cannot 
Supply the capital needs of the small scale producer. The Rochdale 
Pioneers attempted first to improve their economic situation through 
a consumer co-operative and secondly through education and activity 
bomocailevessocial fequaluty torsthetmemembers. Théir criticism is 
divected auethescarlyesitages of industrial capitalism. | Desjardins 
attempted to use Raiffeisen's idealism to help the disadvantaged and 
combat usury. 

All of these.efforts were basically unrealistic, .as one of the 
founders of Saskatchewan credit unions pointed out?” In discussing 
the role of research in co-operative development, he raised the point 
that co-operatives or credit unions would not have started had research 
been available to these budding organizations. It became clear in his 
view that the rationalistic emphasis of research on means-ends cal- 
culability and accountability would have shown the impractical nature 
of such developments in times of severe economic dislocation. From a 
rationally calculable frame of reference, he was probably correct since 
the whole economic situation sharply reduced any chances of eventual 


success. 
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4, CREDIT UNION PRINCIPLES AND PRACTICES IN SASKATCHEWAN 

In 1913, the Government of Saskatchewan appointed the Saskatchewan 
Agricultural Credit Commission which, after detailed international 
and local study, recommended the formation of a co-operative mortgage 
association. The Saskatchewan Farm Loan Board was formed in 1913 but 
was not very effective since its primary purpose as a publically owned 
bank seems to have been to lower interest rates. 7° This was followed in 
1923 by the Federal appointment of Dr. Marshall Tory to examine provincial 
agricultural credit. He, too, recommended co-operative credit sources 
DUterietnismcase stor short-term loans.” 

The combination of experience with co-operatives and credit union 
activities in Quebec, Nova Scotia and the United States based on 
European traditions led to the development of credit unions throughout 
Ganadae In t9S52"Neva*Scotira enacted the tirst Canadian créditvunion act. 
Vieire pedtto stimulatesdevelopment activity inethe resttoe Canada. At the 
Meeting of tne Go-operative Union of Canada “in Regina, an’ 1933" zesol- 
ution was passed urging credit union legislation for Saskatchewan. 

This was the earliest reference to credit unions in the province. In 
1934, at the first conference of Co-operative Trading Associations, one 
of the speeches dealt with the topic of credit unions. At the same 
conference in 1936 a committee was appointed to examine the possibility 
of getting credit union legislation. The first Credit Union Act in 
Saskatchewan was proclaimed into law June 30, 1937 and the first credit. 
union was formed in August of that year. 

Desjardins, in bringing credit unions to North America attempted 


to use the best of both German traditions. The Desjardins' tradition 
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was combined with co-operative experience and Rochdale principles to 
give the comparatively unique Saskatchewan form of development. “In 
CredrewimLon termi neloey,) tne “bond Of association’ 1s the basis for 
establishing the potential membership base. It may be a community, 
an association such as a parish, labor union, group of government 
employees or an industrial group such as employees in a plant or an 
ocecupationale group. = Ine Quebec it) is generally the parish like the 
Raiffeisen societies. The Nova Scotia credit unions were based on 
the community, frequently rural; seemingly a combination of the large 
Cent toOryeom schulze=Delitzsch wand parish of Raiffeisen. Except for 
the initial development phase, Saskatchewan followed this pattern 
Oniye moressuccesstully particularly for rural communities. -> 
Canadian Crediteunzousotend to be based on community so that 51,7 
Pere cenuroet)Caladran credit’ unions in’ 1966 were of this type while 
Only y542.per Centeate=so constituted in the United States. °° In 
Sas a eeneWwanewotsowper: Cenc are=communicy bascd. a ivenethe larcesu, 
urban community credit unions have a substantial farm membership. 
Rucal ‘comunity credit) unions’ make up S075 per cent of themtotat 
in Saskatchewan. >! 
The closeness of ties to consumer co-operatives in Saskatchewan 
is borne out by the fact many credit unions were based on the local 
community consumer co-operative bond of association. Despite a trend 
avayenrom tiiSepracti1ce, some Still have the co-operative association 
name as part of their official name. 


The combination of the three traditions in Saskatchewan includes 


major factors from each. The adopted principles are those of the 
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Rochdale pioneers, although in practice there are important modifications 
from the two German traditions. Thus in recent years the large tor mitory 
has become increasingly significant as a result of branch development 
and amalgamations. Furthermore there is an increasing tendency to 
emphasize full banking services. Reserves are primarily used to maintain 
Stability but also help to pay comparatively high dividends to attract 
Savingsmencihese; practiceshareiisamitham to! those tof)S chulze=De 1itzs chet )\On 
the other hand the emphasis on agricultural credit as well as the emphasis 
on moral regeneration through savings or thrift and provident loans come 
from Raiffeisen. Yet the emphasis on provident and productive loans is 
a mixture of the two traditions, for Schulze-Delitzsch stressed product- 
EVE ty tet seout of this: mixture that theuSdaskatchewan credit-,umions 
emphasize savings and loans as a means to make the individual self- 
sufficient and in this way meet the ideal of developing a better way of 
lies, fom the) indaydual. 

Spiro effectively describes this philosophical dualism between 


co-operation as away of life and as a means to achieve particular 


ends. '"Segmental cooperation" is practiced "for the better attainment 
ofespecific economi ciendsi».s. (only), when) atiipromiises; economic benefits” 
and "comprehensive cooperation"... "all the essential, interests of 

life jarensatisfied in a cooperative way, os .).% cooperation becomes a new 


way of laay ne The credit unions have tended to emphasize the 
segmented co-operative effort for increasing economic effectiveness. Yet 
in the Saskatchewan credit unions with the emphasis on services, on 
member needs and the ideals of mutuality, there seems to be an equally 


strong emphasis on social reform. This dualism rose out of the traditions 


which were adapted to the needs of Saskatchewan people. 
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se THE STRUCTURE OF SASKATCHEWAN CREDIT UNIONS 

The first Credit Union Act was passed in 1937 yet the present Act, 
revised in 1965, with minor amendments each year, will help to define 
the present structure of credit unions in Saskatchewan. In 1944 a 
new government department was formed called the Department of Co- 
Operation and Co-operative Development. The Deputy Minister of this 
Department, who is aiso the Registrar of Credit Unions, was and continues 
to be responsible for administering the Act through the Credit Union 
Services Branch. 

Although the Act clearly stipulates certain inspection and 
regulative duties of the Departmental star Say the staff emphasize the 
assistance aspect of their roles thus acknowledging the independence 
Of eCachecredit union=—Each.credit union, tends  toyemphasizevits 
ENdependencesrromeotherscredktgunions anddéto anconsiderablévextent 
form its own central organizations. 

Although few new credit unions are now being chartered, the in- 
eorporauuonaproceduremundergtheyact.isntaurly tsamp levm@eAnye ten foremore 
residents of Saskatchewan, after fulfilling certain minimal legal 
requirements, file with the Registrar of Credit Unions a memorandun 
Ofeas SOCi ats on geeliedl lerequirements; aresméetUandtthedoperationeis 
considered economically feasible, the credit union is issued with a 
certificate of incorporation or charter and may begin operation. °* 

Thee sectionsofi the Act stating the sobjects sof credit unions reflects 
the varied traditions discussed earlier: 

"The objects of a credit union shall be ‘the 
promotion of thrift among its members and the 
creation of a source of credit. for its members at 


legitimate rates of interest exclusively for 
provident and productive purposes.''35 
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The ideals expressed in this section seem somewhat inappropriate in 

a society in which consumption has become increasingly important. It 
does serve to point out however, the practical and pragmatic base on 
which credit unions were formed. 

Credit union members, through the elected boards, and the annual 
meeting set the general credit union policy. © Members also have the 
right of recall of any elected official at a regular or special meeting 
called for that purpose.” 

The election of a pro-rated number of directors takes place at 
each annual meeting. The Board of Directors has the general management 
control of the affairs of the credit union which are in turn usually 
delegated to hired management and staff. The hiring of staff, however, 
does not limit the legal management responsibility of the Board. °° 

Very Searly@inithe development).of icrediut unions therm representatives 
formed a number of central organizations. Each of these organizations 
was formed to fill certain, special needs which the credit unions could 
not effectively meet by themselves. In 1938 they formed an informal 
federation as a focal point for meetings of credit union representatives 
to exchange views and information. With a change in the Credit Union 
AC@MEIt twasechartered inel942eas [thesCreditalUnionsrederarvongol 
Saskatchewan. In 1948 the name was changed to the Credit Union League 
of Saskatchewan. Its purpose was to develop credit union education 
programs, co-ordinate credit union activities, aid in setting up new 
credit unions, give assistance in programs and operations to all credit 
unions through its field services, aid in training and selecting staff, 


scrutinize legislation and propose changes and provide supplies and 
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services to credit unions including printing of annual reports, 
supplying forms, etc.” 
The Saskatchewan Co-operative Credit Society Limited was in- 
corporated in 1941 mainly as a depository for surplus and reserve 
funds of credit unions as well as a source of short and intermediate 
term loans. Its members were the credit unions and co-operatives in 
Saskatchewan. Until 1968 credit unions were mostly depositors in the 
Credit ss0cietysexcept for loans. for newyor fixed.capital projects 
suchaas the purchase of equipment, building. of offices.,.etc.,,while 
co-operatives were mainly borrowers. When national monetary policy moved 
toward credit restraint (tight money) about 1968, credit unions became 
DOLrOWeToROnsd. larger scale. Thesalways,present, susual lyse latentconfiict 
between the investor or saver and the borrower meant that careful 
rationing of loan funds as a comparatively scarce resource became 
necessary. /? 
As the Credit Society developed along with the credit unions in 
thes Province, it, developed other services to. meet, the needs of members 
Orc credit tant Ouse... (ne, Credit, Society, , ythrougheasvariety s0tedeposat 
programs for credit unions meets two needs - a means of earning income 
through these deposits and secondly to help maintain credit union 
liquidity needs. Its investment portfolio is such as to meet both 
these needs. In addition it offers development capital to credit 
unions and mobile offices for new credit unions or branches. Since 
1955 it has also been a central clearing house for credit union 


negotiable orders (cheques). Money orders, travellers cheques and 


other "banking" services such as cash for credit unions are also 
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offered by the Credit Society, plus a variety of grants for education 
extension, research as well as. loans and other assistance to student 
co-operative housing. 
The negotiable order service of credit unions for which the 
Credit Society offers central clearing services offers one example 
of the conflict with banks. Since credit unions are not banks, they 
are not allowed to call their cheques by that name but rather refer 
to them as negotiable orders by law. Yet in every way these negotiable 
orders are treated as cheques even by the bank clearing system.) 
Thus a guaranteed form of check introduced in 1969 has been registered as 
CU-CHEK to avoid the connotation of cheque but at the same time imply it. 
A third central organization was formed in 1952. The Co-operative 
Trust Company was formed to supply long-term agriculture credit needs 
and to overcome the high cost of estate adiamietrarione 2 Its member 
owners consist mainly of credit unions as well as a few local co-operative 
associations and central co-operative organizations. It offers to credit 
union members will, trust and estate administration service as well as 
annuities, a mutual investment fund, long-term loans and other special 
investments which credit unions cannot offer. In December of 1967, it 
became the Co-operative Trust Company of Canada through a national 
charter with offices presently in Saskatchewan and British Columbia. 
Since both the Credit Society and Co-operative Trust rely heavily on 
credit union surplus funds as sources of loan capital, there is an 
inherent resource conflict between them. 
In 1953, the credit unions formed the Mutual Aid Fund largely 


under the auspicies of The Credit Union League of Saskatchewan. It 
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is an independent organization to which credit unions annually pay 5 
per cent of their net surplus. Its purpose is to act as an independent 
reserve to protect the savings of credit union members. With some 
justification they proudly state that no member of a credit union has 
ever lost money in a credit union since the first one was organized in 
1937, despite the dissolution of many credit unions in the interim. 4 
It also lends funds to credit unions for the purchase of safekeeping 
equipment as well as giving a variety of grants for education and other 
general assistance.” 

infdunes 19660 The Co=bperative TrustyrCredit Society sand®Leapue 
formed a wholly owned subsidiary known as the Credit Union Research 
Couici dyelts | purpeseawas® towcarrynouteresearch studiestontbehal£t 
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Ofecredityuni ons Gandstheirycentralcorgani zations: 


6s GENERAL DEVELOPMENT TRENDS 

Many of the factors which led to change in the structure and 
function of credit unions and their central organization began within 
theetinst stwosdecadesiofftheir existences One such®factortwasetherr 
rapid rate of growth in the decade of the 1950's when their growth rate 
considerably exceeded the rate of growth of gross domestic product in 
Saskatchewan. Their secular, long term growth cycle approximates an 
"S'' curve. The flatter part of the slope indicating slower growth 


occurs in the periods 1937-1950 and after the mid-1960's. The steeper 


* . . . . 
The writer became an employee of this organization from its 


inception and was therefore a participant and observer in many of the 
changes to be described later. 
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Slope indicating more rapid growth took place in the interim period. 

Part of this growth occurred because credit unions were replacing 
the departed banks in the relatively good economic conditions following 
World War II. The chartered banks, until about the beginning of the 
1960's largely ignored consumer credit which was becoming an increasingly 
important segment of all credit. Credit unions because of their size, 
comparatively local base and emphasis on character loans were ideally 
suited to expand in this field of consumer credit. However, at about 
this time the banks became increasingly competitive. 

A number of other factors took on increasing significance. Brief 
problems *inythe™economic™séctor®in1961 and!1964vastwell®as reduced 
wheat production in Saskatchewan in these years was followed by a 
wheat surplus and poor harvesting conditions in 1967. The resulting 
reduction in farm income meant a reduction in the inflow of savings 
into credit wiicons. -Restrictions@intthe money *supplywin .1965=661eased 
only briefly in 1967 and then continued to the present. Furthermore 
the amendments to the Bank Act in 1967 removed the ceiling on bank loan 
interest rates. The increased revenue allowed banks to increase interest 
Fatesvon savingsee tThis®factory too, Sincreasedtthe Competition vontine 
savings coming into credit unions. The credit unions responded by 
developing higher interest-bearing term deposits. 

Agriculture in Saskatchewan has been going through continuous 
change. Farms, besides increasing in size, are adopting improved 
technological methods. Rural areas and towns were losing population 
to larger centres. These facts, not as noticeable in good economic 


conditions, became organizational problems with "tight money" and the 
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world wide wheat surplus resulting in reduced farm income particularly 
in declining rural centres. Many of these sities credit unions, because 
of their size, could not meet the demand for costly "banking" services. 

A symptom of the resulting changes is the fact that credit unions 
have reduced in number. In March, 1970 there were 277 credit unions, 
down from 299 in December, 1967. This reduction in autonomous credit 
unions did not, however, mean a reduction of offices, for through a 
process of developing larger units by branch development and amalgamation, 
the number of offices now exceeds 320. These large units, through balk 
purchases of supplies and other similar related economies of scale, were 
able to supply more andebetterg@seryicesiat Less@unitacosts Wihetilarcer 
units met more of the members service needs but were less personal and 
frvendivyathanetheasinatlerfunits! gihere wasijan inherent contradiction¥vin 
this development process. 

Credit unions, from their inception in Saskatchewan, emphasized 
thrift or the wise use of savings and loan resources. The member was to 
save and use credit to improve his standard of living through better 
buying and also to save for specific purposes and for future security. 
Much of the saving for security and old age became meaningless with 
the inception of the Canada Pension Plan, Medicare and other forms of 
non-voluntary or non-discretionary savings. The immediate effect is not 
a drastic reduction in savings but when combined with other factors is 
aepotentaalploss of savings and hence loan capital. 

About 1966 these factors combined to strike at the smaller, less 
efficient credit unions. The need to retain members and capital through 


new or better services which resulted in increased costs forced the 
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adoption of new structures. The balance sheet (business efficiency) 
came into conflict with credit union philosophy. At the same time, 

the latent conflict between credit unions and other financial agencies, 
particularly the banks became overt once more. 

A series of adjustments were taking place. As a result of efforts 
of various credit union representatives, the League and Credit Society 
hired a consultant firm in the fall of 1966 to aid in drawing up a 
rational credit union development plan. The firm recommended the 
merger of the League and Credit Society to make more efficient use of 
their combined resources. 

In addition, a number of credit union representatives wanted to 
Bnchude Co-operative [rust in the merger: The merger, without Co- 
Operamives(TUst,= became: ofticialjinethe spring of 1970. Even as early 
as the spring annual meeting in 1967, merger was considered only a first 
Sctepmelaree credit imi0n presented a resolution at. this meeting 
advocating merger of all credit unions with the Credit Society to form 
a single provincial credit union. The resolution was passed in amended 
form as a basis for study. Regional credit union development examined 
several years earlier had in actual fact been dropped as impractical. 

In summary , the local basis of development which gave credit unions 
much of their strength during the early years of their development became 
a potential weakness as rural communities declined. The agriculture 
industry had just begun to move into its more technological and ration- 
alized phase when drought and depression reduced the sources of operating, 
consumption and development credit. Credit unions, based on certain, 


long standing European traditions in co-operatively meeting credit needs, 
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initially met the first two kinds of credit needs. As conditions 
improved, farms began to grow in size with a consequent decline in 
the smaller rural communities. Thus their initial commity base which 
had made it possible for credit unions to meet local needs, even to 
fonancangelOocalsutility services, foreshadowed their decline parallel 
to the declining small community. 

In the next chapter the study will begin a more detailed examination 
of the growth of credit unions as alternative sources of credit and 


banking services in Saskatchewan. 
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Dr. B.N. Arnason, History, Philosophy and Development of the 


Credit Union Movement in Saskatchewan. Address to the Delegates of 
the 21st Annual Meeting of the Credit Union League of Saskatchewan, 
REQina weMaLcheel 051 9595,-Pp.l= 2. 


eres Mercure, Credit Unions and Caisses Populaires, (Ottawa, 


working paper prepared for the Royal Commission on Banking and Finance, 
TIO Cee ep eee 9) a0 he 1., 58. 


30 : : ‘ : 
Cuna International, Inc., International Credit Union Yearbook 


(Madison, Wisconsin, CUNA Int. Inc., 1966). 


tpepartment of Co-operation and Co-operative Development, 


supplement; lo “he Annual Report, (Regina, 1969). As of Pec. 31.) 1968. 


Boueatord E. Spiro, Kibbutz: Venture in Utopia, (New York, Schocken 
BOOKS, alo 50)i5a bs 4. 


°° essmeccimieniy of Saskatchewan, The Credit Union Act Revised Statutes 
Of sodskatrchewan 1965, (Regina, Queens Printer, 1965), Sections 99 + 100, 
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CHAPTER V 


THE GROWTH OF CREDIT UNIONS IN SASKATCHEWAN 


The historical outline of the origin of credit unions in Saskatchewan 
pointed to a number of crucial factors in their relatively rapid growth. 
Sources of credit and certain banking services following drought and 
depression in the 1930's were sharply reduced in number. The need, 
however, for credit and these other services continued with the result 
thatstieremwas little competition to hinder the growth of credit unions 
until the early 1960's when they were faced with increasing savings and 
loarecompetition trom the Banks.) Inj time this competition turned into 


OUETT eh Uscontirct OvVerercl ative position. 


1. THE BASIS OF GROWTH 

The farmers of Saskatchewan received most of their income at harvest 
time in the fall. Consequently many of their operational and consumption 
meedsatOreticerest,ot the year were met «throughs cred: Comal ehatne spoon 
wheat yields and low prices, farmers became poor credit risks in the 
conventional commercial sense. A new source of credit was needed and was 
Sooumtiiled by. credit unions. The desperate need stores 0UrCosec fecredLt 
helped to shape the development and growth of credit unions in the province. 

Mercure has pointed out that the caisses populaires of Quebec, 
despite the strong European influence to develop as a source of credit, 
were conservative in loan granting and instead emphasized thrift and 


savings to resolve distribution and productive problems. The Nova Scotia 
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credit unions, on the other hand, under the impetus of the Antigonish 
co-operative movement, emphasized credit. ‘The same emphasis on credit 
granting is also apparent in the United States.! 

In Saskatchewan, the credit unions, from the first emphasized 
credit granting especially since other credit sources were limited. 
Savings, being the source of loan capital were, of course, important but 
along with thrift, were given secondary emphasis.“ Enipivas 1s on verther 
saving or borrowing raises a very fundamental conflict inherent in the 
function of financial intermediaries. Their function, generally, is to 
aggregate the surplus funds of individuals or organizations to lend to 
Cenc reincivrauals Or organizations. Ihe saver tends to want. the: best 
possible return concomittant with Security while the borrower wants to 
pay the lowest possible rate for the money he borrows. As Mercure 
suggests, by emphasizing credit, the conflict between borrower and saver 
LoetecOlVved aie Lavor Or Ulle borrower.” With credit becoming increasingly 
scarce in Saskatchewan following 1930, this emphasis was a practical 
SOlution towmectea real need. 

How scarce did credit become? In 1931, the majority of farm mortgage 
loans in’ the Prairies totalling an estimated 650 miilion dollars were 
held by Canadian life insurance, trust and loan companiés as well! as 
private individuals. Most of the corporate mortgage lenders were Eastern 
concerns.” The experience of life insurance companies in mortgage lending 
in saskatchewan serves to illustrate the ditiicultvies in vcréedit granting 
Iieth ts perl. 

Despite the increasing total assets of life insurance companies in 


Canada between 1921 and 1937, farm mortgage loans held by them reached 






















~~ 7 
detnemttiut oth Yo wtadai ov velo ned ode ett Ao (ere 
sibdes a6 tbasdtirs ome VET (tee Laieedie’ gnsaetier se hrete 


! - ce a | 
otk belie! of ab sieteqgqs ovle 62 guigmy 
aie Ae 


igs Tent oot , dno tee ofboes ody . newedstedtase aD 5 


+ “an ;  % A 4 . 
eimit ow ime 25a yotso otite vilersnges BULsAety s+ibors 
j Ole nl 
is seebacah “Weil 90 somyed atv gniod  ggmevee 


adsia aoe eteed (ly oh ae treetg cree ,Sendy teae 3co0ls = 
ef) mc FRG ; rT a) ‘imiteb it wey o Seatin griworrod 26 git rae ; 
os of ett * .vesorad LPT ye xe Pav IN | ‘sg foe Tt tc dokssne ana 
ase! yy af : bivabni be sheik atilewe alt stig erage 
ee ae ae ex iteend 2 atawh tv thing orto 
ot ain raw Pamse A ravi jtesios wie etdizeoy 


ov toMV ft . vii iin, ; ie 4 . iter at Pa oq <4 2a wal any yaq ‘ 


4 
covne baw 2% 199 Jibors goitieeiqas yd eteaggee oe 


. 2 > 


Gtegsiawti 206m é ‘tavorvod sf? Yo ove? nk boviogeg: BE 


(ey feoai¢ & i .~Veel Waewe: iwi oewnr te deed Ur saan 





/ a - 
pyen lest & Soe oF nottylos | 


ae | P ; * vad D 
SeaystOn axed Fo Gitdiwm vit [241 al Yemaned jibor> bib sotese wae > 


Sesw exellob wot fim O26 botarirew of gabilesod eotalecd off WE 





 s [ow eh winsyieo ceal be Seued ,nonentent shit ae 


} avai Soupeletenmuinen et eit Ya det - eleab feat 
- ae a sae 


e 
an 4 a 


= @0) = 


a peak of about 44 million dollars in 1929. Thereafter until 1937 

when this particular statistical series is.discontinued, there is a 
steady decline in mortgage loans to 31.8 million dollars in (Oa7e This 
decline would likely have been more rapid had the mortage borrowers 
been able to pay off outstanding loans. After 1930 there was a rapid 
increase in the number of loans on which interest payments were overdue 
by one year or more. Loans on which interest was overdue rose from 
eed aonecollarsvin 1929 to 7.o.millionedol lars an1950.pand)52.8 
De venscOllarsminglo 55.5 Ine last ti ouresas_Lout ofa total 01055.0 
million dollars in etteers loans outstanding. As is pointed out in 
the 1931 report of the Superintendent of Insurance, somewhat redundantly, 
there were substantial increases in overdue loans, loans written-off, 
enderoreclosures inythat. year over previous years.° Under conditions 
like these, mortgage lending was severely curtailed. 

Byelaw, the chartered banks could notwmake loans ton the security, 
Orelend Or bulldings in the first instance and theretore: were short-term 
lenders. Consequently they held only about 7.4 per cent or 48 million 
Molarceon cOcelePrainie tarmedebtmin 1951s Themexpericnices Oneal 
commercial lenders with the cyclic nature of the agricultural economy 
tended to raise interest rates in the Prairies from] to S pen scent 
higher than for similar kinds of loans in Ontario. ’ Whether these 
higher rates were legitimate or not, they aroused considerable resentment 
among Prairie people. By law, bank loan interest rates were limited to 7 
per cent but in practice actual rates were 9 per cent to 10 per cent.° 
This, of course, added to the resentment and complaints. 


The banks tried to keep the term of their loans to a period of 
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one year or less and whenever possible insisted that these loans be 
cleared up each year. In general, the banks did not develop the 
facilities to handle small loans, although most did grant personal 
security loans but on the basis of regular repayment, or in other words, 
to salary or wage earners.” Because of crop conditions and wheat 

prices after 1930, farmers could not repay their loans and consequently 
weresunable to get further credit. 1° In many communities, despite poor 
conditions many people had accumulated savings for old age or other 
reasons, yet little of this money was being lent to local people. 

Since it did not come into the community, people felt it was being used 
in the East thereby increasing their resentment of these Eastern banks.1? 
Nevertheless, =the activities of the banks were not a. conspiracy to 
destroyeariestarmer Dut Cather were sound business practices. These 
practices did, however, increase farm problems for with poor yields and 
DidCes,miltawas Impossible impemostscases to get the neededtoperating 
Cjeaeueeureducntly these credit necds wweres (Orsvely ssa! Teamoulrcseyce 
credit was not available from conventional sources. More will be said 
Oimtiicsen Credit tanccus: later, 

Other sources of credit for the purchase of farm equipment, consumer 
goods and services were local retail outlets such as stores, dealers, 
etc. In 1931, they were estimated to hold nearly 60 million dollars or 
9.2 per cent of credit outstanding in the Prairies at that time. It, 
too, was short-term erecta Retail sales in Saskatchewan in 1930 were 
estimated to total 189 million doilars<*” There are no available figures 
indicating what proportion of total sales were made on credit. Ina 


survey on co-operative credit in Saskatchewan, interviews were con- 
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ducted with 94 small businesses in 1947, but only a few were in 
business prior to 1930. The size of the sample therefore precludes 
any realistic estimates. Three of the eight individuals operating 
stores prior to) 19350 ‘estimated credit sales making up 50 to 75 per cent 
Of total sales. They indicated substantial reduction in credit sales 
delete ou maelmplementscealersealso andi catedssupstantial credit, sales 
prior to 1930, with a considerable reduction to 1935 and then a reversal 
thereafter. /4 Not only did credit sales decrease after 1930; but 
retail sales dropped to a low of 103 million dollars in 1933 and even by 
1940 hadjonly reached 162 million dollars, still 17 million short of the 
1930 evel gun 

Not only were general economic conditions deteriorating with 
Cred btcOuULCesmClyiINoOlU)msDUL asmwell screditsouLlets were decreasing. 
Banks in Canada reduced their branches by 772 between 1930 and 1940 
from 4085 to 3311 branches .1° In Saskatchewan in the same period, they 
reduced the number of branches by 214 from 447 to Dae." Thus Saskatchewan 
with never more than 10 per cent of the Canadian population in this 
decade was faced with a 27.7 per cent reduction in bank branches. 

The conditions leading to a scarcity Of thesresourcesopecred. 
are summarized below in point form: 

(1) Saskatchewan's economy was heavily dependent on the agricultural 
industry and especially the commodity of wheat. 

(2). Drought drastically reduced wheat yields: 

(3) Depression plus a world wide surplus of wheat drastically 
reduced wheat prices. 


(4) The dependence on a once a year income from the harvest meant 


heavy reliance onecredit. 
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(S) Reduced income from poor yields and prices reduced re- 
PaymentS resulting inssevere restrictions on credit. 

(6) Business practices intensified resentment against "Eastern!" 
concerns. 

(7) Local experience with producer and marketing co-operatives, 
as well as with informal co-operation coupled with Canadian and United 
States experience with credit unions set the stage for credit union 


development. 


2. CREDIT UNIONS AS AN ALTERNATIVE SOURCE OF CREDIT 

ine fanalysas “Co thespresent haswdealceonly with the context? in 
which credit unions became a highly probable solution to the struggle 
foreeon trol Oleaescarce resource. 

Despiter tne needetOr imirale Credit, tierrirst cred Geuni ons were 
SeteuUpeineiurpan centers’ and the first eleven charters were issued 
to associational and occupational groups. The first rural credit union 
ween Charter No. 12 was’set up in Latleche in-Aprii,e 193305 someesax months 
after the Credit Union Act was passed. The community, as "bond of 
association" or potential membership group, now became an important 
part. of credit#imion*development. The latleche™ credi teuni0n sane tact, 
used the word, Community, as part of its official title. 4% By the end 
Opl94e," after ten full@years? of developmentyy17e7 out of the total or 
216) credit ‘unions? (6870 pér'cent) were rural community credit unions. 
This figure somewhat under represents the total of credit unions 


dealing with rural members for a number of the associational credit 


19 
unions located in larger urban centers also served the rural population. 
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This rapid growth in number of credit unions attests to the extent of 
need: 

Credit unions, from the first, were set up as sources of short 
term credit. 7° Although they did handle some mortgage loans, it was 
only a comparatively small proportion of total loans and usually to 
assist those with difficulties in existing mortgages. This kind of 
assistance in mortgage loans in the early years of development made up 
a comparatively large proportion of total loans - 23.5 per cent in 1944 
and down to 9.3 per cent of total loans in 1949 and increasing relatively 
slowly thereafter. *? The remainder of their loans were short term to 
finance purchase of equipment, consumer durables, Puasa services and 
brought them into direct competition with banks and retail credit sources. 
This; wouldybecomepthersource offfuture conflicts over mcontrol of iresources 
and relative positions» A *partial list of ‘the type of loans by purpose 
would include: farm machinery and repairs; home improvements and build- 
ings; eeeneralitarmins texpenses jeautos 5 etrucksiand accessories; §sceds 
and seed supplies; harvest and threshing; livestock; medical, dental 
and hospital; furniture and clothing; taxes; vacations; education; eter. 

The survey of co-operative credit in Saskatchewan referred to 
earlier addressed itself directly to the matter of credit. Questionnaires 
(mail) were administered in 1946 and 1947 to 826 rural people of which 
699 were credit union members. Nearly one quarter of those responding 
(778) had been refused credit at some time in the past. The proportion 
of refusals is not rlikely a full indicator of the credit available 


since at least some of the responding group probably never applied for 


credit either due to economic conditions, age or other considerations. 


» he - 





Lean 7 
4 

; 

rrode 30 eas are en OU Tez Stew ¢)ear?- on wet) ., cnet hbo? 3) 
Bilis i 

- 


i > Ar 
' OF t 
ecw 4 sacl ageggton onoe ofall bE aor aQueetiA -tibors ome? 


( 


i 


of? viiavoy bee enol. b i Jo feltanagtg | lett. ave tee Ss vine 
be bert 1S at Tag TONW BAe Gz ti eoltloodstd Addy azads seleas 
o Seats VE slt ai eneal sgepl‘tem ad eoaeteiege , 

7 i: asof trtod to hatereyetd apsel yee ere Sts 1) a 

mel datos do Neo see £.2 oF yok Bre 

i . (ov 2teol wie? doe Tabaeaed Set a Tedteeas ade qipole 

leas aiie4 12 y BY ria % ee sorene 

Noe. sib th , ’ ilaqias-Jsateh ofieh eee triguard 


Le -Dosdnat iy atyiliaus sy ae cpayee see aaeaee > iyow eka? 


r 


Wy, vd anseb. to. sqrt ad'ts 3s ek. La lgw tebiieoq avivalet Sas 
-b iii by ‘THamevort UT mol ,etingst Dak weohivoad, owes. shelley biluow 
bboo= :2urrezasein. br isuer: eis  , dferseco elites Deredeg ;aguk 
{iv frat feaiban ;4o0deevil .eidesm) bade teavisd (-eaiiaee boea baa, 
99 gRoitesubs ,eeoitvouy 22x) jgrieboie ine. owpiewt (ia : 
OF wsttoiM: nave tejcea. ni. tivets Gigs teqo-on Ou weve ee eee 
— J3* “Lr digesé i ainaion 
aay es oe os ta ant at 


eG gveats. see _ 


ibeto 20 totinw afz 








= Of = 


iieccner woras, credit retiusals are not necessarily an indication 
of credit applications. 

Nearly 77 per cent of the responding credit union members (only 
429 of the 699 credit union members responded to this question) felt that 
credit unions could meet their credit needs. Some of the respondents, 
however, indicated that credit resources might be more adequate due to 
improving economic conditions .7° 

These responses, when coupled with those of the merchants interviewed 
indicate that the credit union was viewed as an adequate alternative 
SOUrCesULectcait., OVEN tWomcnl rus. (09 0Ub Of 92) merchants) stellt that 
most of the increase in the proportion of cash sales came about as a 
result of credit tnion lending. Some of the merchants expressed the 
view that credit unions were curtailing their credit business which 
was a good source of income." From these responses credit unions 
WerewOUVIOUSlY CONsidered as altemative sources OL credit. 

Other more specific comments support these findings. At an early 
meeting of the Credit Union Federation of Saskatchewan, one of the 
Dareicipants referred \tovcertain loan-experiences sof his Grediteunion. 

One loan was for the requested amount of $25.00 to meet child birth 
expenses. The other case dealt with an overdue mortgage of $13,000.00 
plus $1,300.00 in back taxes. Credit union officials negotiated with 

the mortgage loan company arranging for them to pay the taxes and reduce 
the loan in return for partial payment. By selling some of his land, 

the member was able to reduce the loan outstanding to $6 ,000.00.°> 


There is other evidence which points out that despite the small 


size of individual loan needs, excluding for the time being mortgage 
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retirement lending, credit was just not available except through the 
credit union. Small loans, seldom above $100.00 in amount were made 
for such purposes as the purchase of binder twine ($50), a hand plough 
($10), second hand tractor ($500), seed and livestock (less than $50) 
and a joint purchase venture for a snow plough ($50 pute These are 
all remembered accounts of those involved in setting up local credit 
unions and thus, of course, subject to errors of memory. The small size 
of the loans are also no doubt partially due to the limited assets of 
theadevelopang credit unions. 

The department of Co-operation and Co-operative Development stat- 
Potece mr evOttsepearT our Lliesceaccounts, «nOweVer, »f01 tle average S1ize.OF 


loans was comparatively small in the years of formation. 
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CREDIT UNION LOANS IN SASKATCHEWAN AT YEAR END 


1937-1947 
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1938 36 , 883 48 
1939 yee ts 65 
1940 223,976 72 
1941 295,105 81 
1942 435,668 85 
1943 821,643 127 
1944 1,631,859 215 
1945 2,482,745 275 
1946 3,611,979 303 


4,649,149 
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From First and Fifth Annual Report Department of Co-operation and 


Co- operative Development of the Province of Saskatchewan 1945 - P. 74 
ands 949 = GDP ee CHUL) 


* Four months only. 

It was not until 1943 when annual loans made approached the 
aggregate amount of about one million dollars, that the average size 
of loan exceeded $100.00. 

One other factor in early credit union loaning activity lends 
er eevere credence sco, tiestact wthat credit. ungons initially, ate least, 
were emphasizing loans rather than saving. During the period 1937 to 
1943, the amount of loans made each year was greater than total assets 
ateyearsend (see Table 5.3, P.101): Loans inigforcelawere,) of course; 
PeoomcNeleassclo. eit was the Smallosizesand rapid curmover Of loans 
which made this aggregate loaning activity possible. 

indprect lye tas) also pointsmouc Chegextent *ohedemands for credit 
union loans thereby suggesting again that they were seen as an 
alternative source of credit. By 1944, consumer purchases and credit 
needs decreased loans in force to the extent that they made up only 29 
per cent of assets, down from 45 per cent in 1943 and even a further 
drop from 65 pervcent in 1942.4 Much of this effect was no doubt due 
both to war time restrictions and improved economic conditions. 

The Department of Co-operation and Co-operative Development Research 
Department has calculated indices of loan activity for credit unions, 
small loan companies and banks since 1951. The rate of rapid relative 


growth in loan activity for Saskatchewan credit began again in 1959. 
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TAB LES 
INDICES OF OUTSTANDING LOANS FOR CREDIT UNIONS 
SASKATCHEWAN AND CANADA 
and 
FOR SMALL LOAN COMPANIES 
and 
CHARTERED BANKS IN CANADA 


INDEX BASE: 1956 = 100 


Small Loan 
Companies 


1951-1968 










Chartered 


Credit Unions 
Year 









52.0 43.1 

Sows 41.6 Sy gal 
£355 49.4 oeibel 
1954 60.4 74.4 
1955 78.3 3859 
1956 : 100.0 100.0 
tof 4 af, Sieh ah 
1958 45) ate 12 ORL 
1959 nO as 164.6 
1960 Fee) We 193.0 
1961 fe sts oS rer f 
1962 359.4 6 264.9 
1963 460.7 0 SL Jae 
1964 Ske TE sil SIA SO 
1965 IPS BS) 20 477.6 
1966 502.2 aud, D059 
1967 Joon st 645.5 
LOZ aL) (fee) 


Taken from: Twenty-fifth Annual Report of the Department of Co- 


operation and Co-operative Development of the Province of Saskatchewan 
For twelve months. ended March 31,1969, PRP. 21. 


* Not available. 
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After 1959 the credit union loans outstanding, as measured by these 
indices, grew most rapidly in comparison to other Canadian lending 
institutions except in the period 1967-68 when the banks grew faster. 
This growth again points to credit unions as an alternative source of 
credit in Saskatchewan. In savings, a similar index points to most 
rapid growth for Saskatchewan credit unions beginning in 1956. 

At an early meeting of the Credit Union Federation, discussion 
revolved around future conflict between banks and credit unions as 
eredit unions grew in size. In the view of the representatives present 
at this meeting credit unions were doing what banks could not do. In 
the following discussion a suggestion was made that credit unions should 
develop clearing mechanisms to handle cheques and thus ultimately become 
another bank resulting in competition rather than conflict. Credit unions, 
mn oth eri discussions,ewere! cClearlysadentidiéd, ass alternative] credit 
sources but with the unique characteristic of emphasizing thrift or 
the wise use of resources rather than just as credit marketing 
aque tran At a later annual meeting the matter of the need for 
chequing facilities for credit unions, particularly in "bankless" towns, 
resulted in a resolution to develop the appropriate cash transfer 
forms.” 

The basis for accepting the view that credit unions were alternative 
sources of credit is summarized below: 

(1) The regular sources of credit were sharply reduced after 
19:30 % 

(2) The types of loans issued by credit unions in short term 


operating credit and consumer loans were the areas where loans were 
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most sharply reduced. 

(3) The number of small loans made by credit unions indicates 
that even the smallest loan needs could not be met by conventional 
lenders and credit unions became the alternative source of credit. 

(4) The credit unions in rural areas expanded very rapidly 
in numbers. 

(5) Credit wnions quickly expanded their services to) fill the 


"banking" service needs resulting from the departure of bank branches. 


3 CREDIT UNION GROWTH IN SASKATCHEWAN 

Inevecemer, 1957), abverarour monthspor operation) tthere werel. 
credit unions with 268 members and assets of $2,236.00. By March 30, 
1970, nearly 34 one ALterathasusmall sstart, ethere were, 2// credit 
unions with 43 branches, 311,170 members and assets of 388 million 
dollars. *” In the process of this rapid growth, not only were loan 


and savings activity expanded but so were other services. 
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TABLE 5.3 


SELECTED ASPECTS OF CREDIT UNION GROWTH IN SASKATCHEWAN 


AT YEAR END 
1937-1969 
Now. OL No. of | Assets in Loans Made | Average Loan 

Year | Credit Unions Members Thous ands Thous ands 5126 in 

of Dollars Of Dollars Dollars 
1937 5 268 Dog Das 55 
1938 19 1,664 20.9 36.9 48 
1939 52 ZOOL Ov.7 Pigeee 65 
1940 52 4,481 1505 224.0 72 
1941 72 O7275 1895 29 571 81 
1942 92 9,179 Su at A S5e4/, 85 
1943 128 143539 ISTE, S2126 Hey, 
1944 163 20 ,988 2,449.9 1565159 215 
1945 P72 757550 Gee Loa De Ae ied ATES 
1946 185 30 ,186 S021 80 55642). 0; 303 
1947 194 34,008 ch) AO49 a1 341 
1948 JAW: 38,895 Se 44e5 654574 408 
1949 228 Are OS 105037-9 SU 5052 454 
1950 245 48,193 26 56355 SmLO9.. © 444 
1951 256 52), /59 155279 0 S55 492 
1952 263 59 , 784 Zea AS Tae 647 7, 663 
1953 268 68,286 Ona eel 20249025 831 
1954 279 fo, 854 2ORAG fee ig) Sse: 678 
1955 284 80 , 396 Sooo! L562 in 5 597 
1956 278 86 ,036 38,646.0 Le 1528 643 
1957 275 92,981 44,825.0 205606056 704 
1958 20.7, 103,289 56, 450s 2 25a SS pl, JAlsh 
1959 267 Wiha TAO Glee 56;,696.40 885 
1960 WAP 5 Je Odi OS. Mowe 55 97.1055 872 
1961 280 156 ,492 HIOR6O4 5 Se 64.9 927 
1962 282 7s 949 gal A U2 ek 67: 4852.24 1R055 
1963 289 ie se log, O2S aS iN SAB SS iis 
1964 293 212,280 20 G5 os a0) LO2S45;..2 LaZ52 
1965 295 236,338 Pu SV HO 2) 129 ,065.9 WANES 
1966 296 259 ,994 293,080.4 IE OOS) 1,384 
1967 286 283,491 555,791.56 166 ,248.9 1,590 
1968 284 502,471 58 7y2Osa4 168786281 LG, 
1969 OEALT) SVR 726 394 ,389.5 145532558 1,309 
FROM: Annual Reports Department of Co-operation and Co-operative 
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The data in this table points out that the secular growth trend 
of credit unions was slow but steady from 1937 to about 1956, increasing 
fairly rapidly in absolute terms to about 1967 when a gradual leveling 
in the rate of growth begins. It is in this period of most rapid growth 
beginning about the late 1950's when services began to expand and 
brought credit unions into new conflicts, particularly with banks. 

Credit union growth, as well as the expansion of services, was 
shaped by the environment in which credit unions operated. These 
changes in turn led to position conflict, particularly with the banks. 
Three major developments - one largely internal to credit unions, one 
partially external and the other external have been selected to examine 
Civcmconpinct aminevdevelopments chosen point, out various ae of 
thesconftlict facedobycocredit unions and their central organizations 
in Saskatchewan. 

Up to this part of the study, an attempt has been made to show that 
developments in Saskatchewan were part of a continual process of handling 
GUimlicts Over the control of resources and position. — With the origin 
of credit unions, after the usual credit sources failed, Saskatchewan 
people worked to resolve the struggle for control of credit resources 
by developing local user-owned credit sources. With the formation of 
credit unions and as a result of environmental conditions, a number of 
events occurred which resolved some of these conflicts but brought 
others into sharper focus. 

Thegmajor ditiaculty angselecting datasiussthat  theres1s5 no clear. 
demarcation between the conflict over position and/or resources. 


The needs of research demand at least some attempt at distinction but 
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these attempts impose a static orientation which is not intended. 

With these limitations in mind, the first development - chequing - 
will be traced as part of the credit union move into "banking" services. 
The second development will relate to aggregate credit union growth 
patterns and culminates in the series of events leading to the Canadian 
Bank Act amendments in 1967. Two other developments - co-operative 
taxation and bank competition in personal security loans will be 
examined in conjunction with these major developments. 

The matter of credit union chequing or cash transfer system, as 
was pointed out earlier, was raised by credit union representatives as 
early as 19.20 ans Following earlier credit union practice, Saskatchewan 
credit unions had developed deposit as well as share savings accounts 


for members. The deposit accounts were a means to obtain cash at the 


credit union Bee 


4. THE CONFLICT OVER CHEQUING 

The Saskatchewan Co-operative Credit Society, formed in 1941 to 
handle credit union surplus funds made credit union resources mobile by 
making loans available to credit unions with heavy loan demands. The 
Credit Society, by 1944 became involved in chequing by acting as the 
payer for credit unions so they could draw cheques on the Credit Society. 
Clearing of such cheques was handled through the Regina Clearing House 
Association for an annual fee of $100.00 and one cent charge for each 
cheque drawn on the Credit Society. This arrangement was similar to 
that used by banks for their large business customers. >> 

In the same year three credit unions developed a voucher transfer 


system which was a modified form of chequing, restricting the voucher's 
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use between payor and payee and excluding third party transactions. 

This voucher system was slowly extended to other credit unions but 

seemed inadequate and consequently proposals were put forward for credit 
unions to form regional districts to handle the cheques of each other's 
members. Chequing required full time experienced staff, had a comparatively 
high cost per item and required safe keeping facilities for cash which 

was not always available and therefore was not encouraged by the Depart- 
ment of Co-operation and Co-operative Development or by the Federation. >" 
The demand for chequing continued nevertheless. 

During the latter part of 1946, the Credit Society was informed 
by the banks that earlier clearing arrangements would be ended. In the 
future, cheques were to be handled by the banks at greater cost under 
tariff charges allowed by the Bank Act. Negotiations began and con- 
Cinuedsi1ncto 1947." "the nepotiatirons were’ finally settled to the satis= 
Pactronmot tne Credrt society On essentially the same Dasas as inet which 
Ppaoroecci@ineetrece earlier.”> 

In 1955 the Credit Union Act was amended to allow three kinds of 
cash withdrawals from deposit accounts. The first and second methods 
were already in use - personal withdrawal at the credit union office and 
orders from the member to pay money to a second person drawn on the 
credit union deposit account. The third method was new and would, in 
effect, allow the use of cheques payable to third or more parties by 
endorsement. This amendment set the legal stipulations for a credit 
union to offer this service to its members. It was estimated that 58 
credit unions 40% Oitering tnis service im 19567) sBy actual count, at 


was offered by 149 credit unions in 1960 and 233 in i965. °° 
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One factor has been neglected to the present and that is the 
matter of a name for this new credit union service. Rather than call 
it a ''chequing" service, the banks insisted that credit unions call it 
‘negotiable order" service since under the Bills of Exchange Act only 
banks can have cheques drawn on them. This name is used, despite the 
fact that negotiable orders in practice are used in exactly the same 
Way as cheques. Moreover, it is curious to note that trust companies 
and other financial intermediaries offering this same service are 
allowed to call it chequing. Maybe interlocking control is the significant 
factor? 

The Credit Society had considered forming its own clearing system by 
examining the clearing methods used by the caisses populaires in Quebec 
LISA D Isl O50 ee urLOr tOsthis, amsJiume.. 1956) [he Canadian Bankers 
Association presented Canadian credit unions with a paper establishing 
new ways of handling credit union negotiable orders which, in effect, 
demanded the implementation of a substantially more costly clearing 
procedure. lt excluded, the. caissess populaires in, Quebec. s  iheinew system 
was to come into effect November 1, 1958. In summary, the proposal 
imposed an annual fee on credit unions to be paid to the local bank as 
well as annual clearing house fees plus five cents per item processed. 

In addition it required credit unions to maintain a current account 
with local banks (no interest is paid on such accounts) equal to the 
monthly average of items in transit as well as 10 per cent reserve in 
excess of this average. Furthermore, on dishonoured negotiable orders 
credit unions were told to charge fifty cents to oie Tse and remit 
half of this charge to the bank. The proposal also made it very clear 


that credit union cheques were not "cheques" but negotiable orders 
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under the Bills of Exchange Act.>" The potentral@increase tinecests 
to handle these items was in excess of 100 per cent in all cases and as 
high as 1400 per cent for one credit union. 

A joint committee of the League and Credit Society studied and 
criticized the proposal, clause by clause. As a result the Directors 
of both groups prepared a strongly worded resolution to The Canadian 
Banker's Association criticizing the "unreasonable and exorbitant"! 
costs as well as the imposition of the proposal without prior con- 
sultation and recommended negotiations for ''a new and realistic schedule 
of charges'' between the two groups 7° The Credit Societyestaff, having 
studied the Quebec caisses populaires system were still prepared to 
develop their own clearing system. By uniting credit unions under a 
Creditasocietyeclearingrsystempathey felt 1t would be possible to 
negotiate with individual banks for both local and provincial clearing. 
They commitpeewpointedroutsthatrcrediteuntonsthad been forced into 
chequing by the earlier withdrawal of banks as well as their refusal 
to open branches in bankless communities. Among other objections, it 
was pointed out that credit unions kept savings and loan funds in the 
local) commumity contrary to bank practice. here are twenty-two listed 
objections to this arbitary action of the feu 

Despite the Banker's Association contention that the schedule of 
fees was being imposed to cover increased costs, the credit unions were 
never able to get factual data from the banks on such costs. The credit 
union representatives, in fact, were unable at first to initiate any 
negotiations with the banks. As a result, the League undertook a 


campaign of publicity and pressure to force negotiations. (7 Whether, 
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as a result of these activities or not, negotiations were eventually 
started and resolved to the satisfaction of both groups without 
excessive increases in costae” dhe enderesult was, ifsertect, a 
handling fee for each item without the proposed float balances and 
annual feasot4 
The initial proposal of the Canadian Banker's Association made 

particular note of the point that use of clearing-house facilities was 
a privilege granted by the General Manager of a particular bank and 
Only Sonetic.conditioOnetnateterms-Of-thesproposalebe met. The general 
attitude expressed in the proposal certainly convinced credit union 
Teaders that they were involved in a struggle for a place in the 
scheme of things. The written comments of the Managing-Director of 
tie League makes this point Clear: 

"Generally Speaking, credit unions have enjoyed 

growth and along with them, the league has also 

Clrowipesliete 15 ccar im 50Mc Gualtcrs tiare tne 

credit union movement may get ''Too Big". Steps 

are being taken to hinder the growth. The 

Canadian Banker's Association's proposal re clearing 

privileges are a good indication of a squeeze on 

GG SEe Sno WB ai hen on oun Oe OOO 3c 

There was no time in our history of develop- 
ment when the need for unity was greater.495 
Whether the banks considered their proposal as a conflict over 

relative position is an unanswered question, but the credit union 
leadership certainly did. It may, of course, have been possible that 
the initial proposal by the Banker's Association was a negotiation 
move, but their refusal to negotiate does not support this possibility. 


It is equally possible that it was an administrative action which 


entirely overlooked the determination and strength of credit unions. 
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The importance of central credit union clearing is borne out 
by the fact that the Credit Society cleared over 2.7 million items in 
1961. 4 By 1966 when the population of Saskatchewan was 955,344, the 
Credit Society cleared over 6.3 million items through its Saskatoon 
and Regina offices, +7 This means a clearing flow per year equivalent 


to more than 6 items for every person in Saskatchewan excluding the 


items IelearedSlocally } 


5. THE CONFLICT OVER SAVINGS AND CONSUMER LOANS 

The second major area of conflict developed over the amendments 
to the Bank Act in May, 1967 and led to major changes in credit union 
structures and functions. It began with the appointment of the Royal 
Commission on Banking and Finance on October 18, 1961. 

However, before examining this development in greater detail, 
the importance of clearing house privileges to credit unions was 
highlighted in credit union briefs submitted to the Commission. The 
joint brief of credit union centrals in Saskatchewan emphasized the 
importance of central clearing as a means to handle cheques (negotiable 
orders) for members, particularly in rural areas 1° The Canadian Co- 
operative Credit Society brief representing the financial centrals of 
Saskatchewan, British Columbia, Manitoba and Ontario stressed the need 
for a more equitable form of clearing through the Bank of Canada if 
necessary or the establishment of reasonable clearing rates by the 
Inspector General of Banks based on actual costet The Royal Commission 
on Banking and Finance (1964) recommended that credit union centrals and 


other cheque-using intermediaries become members of the Bank of Canada 


seat - 
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and that the Bank of Canada handle clearing on shared cost basis. 

The other relevant recommendation suggested removing the interest 
rate ceiling on bank loans. A number of other recommendations pointed 
to the development of a market conception of financial intermediation 
where prices (interest rates) would be set by competition within a 
supply and demand framework. 7° 

The revision to the Bank Act in May, 1967 did, in fact, remove the 
ceiling on bank interest rates. It was interpreted by leaders in the 
credit unions as making consumer lending more attractive to the banks 
by raising loan interest rates. The net result of these higher earnings, 
in their interpretation, was the ability of banks to pay better rates on 
deposits. >? In actual fact, the Bank Act amendment to remove the interest 
rate ceiling on loans was largely a matter of legalizing a process 
already well developed. 

The banks had been using a variety of devices and business practices 
Pomexcecdythe Geper cent interest-rate ceilingse In late 19665 they 
began using compensating balances to raise effective interest rates by 
Wi2egcoelspergcent on their primesinterest rate suo preterred scus tomers. 
The practice consisted of requiring the customer to borrow an amount in 
excess of his needs, use only what he needed but pay interest on the 
whole.>- The portion on deposit depended on the effective prime interest 
rate they were charging at the time. As an example, a customer might 
need 1 million dollars in credit but would be required to borrow 1.2 
Milton topeainsaccess tonthe. 1 million butestalishave sto pay interest 
on the whole amount. Consumer loan rates exceeded the interest rate 


ceiling through the use of a variety of service charges. 
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The rise in interest rates had been general throughout all segments 
of the credit industry beginning in 1965 when the federal monetary 
policy (tight money) restraining credit and the money supply came into 


effect. 


TABLE 5.4 
INTEREST RATES FOR SELECTED PUBLIC §& PRIVATE BORROWING 
CANADA 1960-1969 


AT YEAR END 


IN PER CENT 
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SOURCE: Bank of Canada, Statistical Summary Annual Supplement, Various 
Years (Ottawa, Bank of Canada). 


* Not year end but yearly issue rates if held to maturity. 
Pease by weekly tender. 


Since in practical terms, the borrowing of one individual or group 
is the Saving of another, rising loan anterest rates are tied fairly 
Gurectiyeto rising interest rates tonesayings. =| There is, of course, in 


the case of loans and savings for financial intermediaries, a spread 
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(the eamings) between the two rates and a frequent time lag in either 
up or down adjustment. Such a lag is obvious in Canada Savings Bonds 
Yates. the short term rates (3 and 6 month) treasury bills show rather 
clearly, however, the consistent rise in interest rates after 1965. 
Along with rising interest rates, a gradual change in the relative 
size of financial intermediaries was taking place beginning after 1951. 
phescredit wumions, witil about 1965 grew in relative terms at the 
expense of the other financial intermediaries.” One factor which is 
Hiehly significant particularly *in-relati on-to- credit +umions has 
already been novced before, but 1s important enough to deserve reiteration. 
Credit unions depended exclusively on the savings of individuals and a 
few small associations for their loan capital. Although credit unions 
in Saskatchewan tended to stress loaning activity, they could never 
Neglece Savingosssince they are thessource ole funds. forsloanse wel credit 
imiens dijesaskatchewan or the) rest of Canada for that matter are to 
continue growing in relation to the rest of the market, they must find 
altermative sources of capital. This is particularly necessary because 
of the growing importance of non-discretionary savings such as pension 
plans which tend to reduce the aggregate amount of individual savings 
available to all financial intermediaries and itherefore salso) to credit 


unions. 
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The relative position of the chartered banks in public savings 
(excluding public demand) deposits declined in relative terms from 
67-7 per cent of the total in 11951 toeabout 51 per cent in 1969. The 
"other" form of savings institutions replaced a substantial part of this 
decline, but credit unions in Canada also showed a substantial growth 
in relative terms, better than doubling their proportion of total 
savings from 4.7 per cent in 1951 to 9.8 per cent in 1969. 

Despite the view of credit union leaders that the amendments to 
the Bank Act would bring banks into consumer lending because of better 
returns, it must be noted that banks had made their first move into 
consumer loans in about 1958. However, their major drive into consumer 
lending came in about 1961, long before the amendments to the Bank Act in 
1967. TherBanksAct, however, forced. latent. conflict into a direct, 
Ped le ACOInpluCts Mmullidse lst ruc parti cCiularlyein relation. to, ancreased 
Competrtion tor Savings since by removing the interest rate loan “ceiling; 
bank earnings did improve to push savings interest rates upward. The 
credit unions, however, also expanded fairly rapidly into consumer lending 
(their mortgage lending excluded) in relative terms. It was conventional 
credit sources such as retail lenders which were most affected until 
VetLya CecenuLy. 

It would seem that the beginning of tight money in 1965 which 
reduced the money supply and hence the flow of savings had at least 
some effect on credit union activities. This is borne out by the fact 
that credit unions in Saskatchewan in 1966 introduced higher return 
term deposits. These term deposits grew very rapidly thereafter in 


relation to share savings so were obviously being used by members. 
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TABLE 5.6 
CREDIT UNION LIABILITIES IN SASKATCHEWAN 
1961-1969 


IN THOUSANDS OF DOLLARS 


ae Sg hei, % %  |Ordina % Term % 
Year|Liabilities Genes Shares Change ee ee... 
MOG L e110 G64. 3 tee Be 185195.6 
TOG2 PLAT SO 25/ OL VO ea (O46 55.0 |e te ee Oller. 1 oO. One r2 1.6 
DOG SH 16.7,923235 aa O Sie al OOH Reo. ee o6) 1 bob iae7, 
HOC4a “208 5555-0 T7270 OU One rZUn4 29225411 tl 6.3 
1965-| 257 ,2359.9 DS Oot) Lon One te Leona 545) +58 65 
1966'| *29370'80". 4 Pinon ZO eeOUMo mao oA i 2oe04er 1.6 17, 440.9 
196/4\9355,/9 158 $20R7 1224 ).479.4 et ldo 4700929) +15.6150,162.4 141035.9 
1960871 "307 5265.4 TORO 20S Vee |e ONS 5592625 10+ l4, 0155, 000.0 1+ 52.2 
19695|7 594.339 .5 + hoe ZOU 2I Ge OO nO 09 42 4.0) 50 att Oe 2eOGo. Ot aol. 4 
FROM: Glen W. Mellis - Dave C. Hawkes, Annual Review of Economic and 





Social Conditions in Saskatchewan, 1969 (Prepared for Credit Union 
Roce arc ecomlltctee by tie, Credit taUnion Research Councils, April, 7197/0), 
Peo) el aD tes Sil, 

As was suggested earlier, the growth of term deposits and the 


absolute decline in lower paying share savings particularly in 1968 


and 1969 does suggest that the Bank Act revision did have at least 


some effect on credit union savings programs even though the competitive 


pressure began earlier. 


In the past year omtwo other Ssavingsein- 


struments have been developed. 


Special savings deposits, for example, 


do not give life insurance protection on savings but pay 1/2 per cent 
more than shares. 

The Bank Act amendments in their dramatic suddeness did affect 
credit union organization. It was, however, just a part of a number 


of factors but its sudden imposition brought the longer term conflict 


over resources into prominence in the thinking of credit union leaders. 
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The review of the conflict over credit union chequing and control 
of savings despite the selection process, serves to show how, in both 
cases, conflict was a part of a continuous process. The conflict over 
credit union chequing developed even before credit unions were formed - 
when the banks left Saskatchewan. There were two open conflict sit- 
uations with periods of latency in between. Each conflict brought 
changes but even the last conflict and its partial resolution has not 
solved this particular conflict for credit unions are still at the 
mercy of the Canadian Bankers Association clearing houses. 

The need for systematic savings among credit union members was 
stressed from the very first in a number of ways: either in stressing 
thrift alone or systematic savings;>” stressing savings and thrift as 
more important than loans ;°" or the competition with banks over savings 
and the resulting need to develop systematic savings among the members .”> 
The credit unions quickly acknowledged the conflict over resources, 
in) partaculan withethe banks aryButsitjwas not untnl etheelafting fofethe 
loamernteres t arate iceiling aforitherbanksethat sathis conflict overgthe 
control of individual savings became very direct and open. 

Credit union leaders have acknowledged the need to pay a reasonable 
return on savings and to retain savings as the essential source for 
loans. Once a surplus of funds in excess of short term loan needs was 
developed credit unions moved into longer term loans. Loan need of 
members had to be balanced against available savings resoUrces sa” In 
1946" these xredisé gum Gn ne neten tenis atuthe: Gredit (Union \Fedératiron 
annual convention passed a resolution directing staff to set up a 


eM 
system whereby members would pledge to save on a regular basis. 
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Despite the early credit union emphasis on meeting members' loan 
needs, the need to have adequate savings resources as loan capital 
was always present. 

In summary, crop yields, prices and economic conditions over 
the years brought the conflict over savings and loans to the fore with 
varying intensity. Tight money conditions on a national scale 
following 1965 raised it again. This fact coupled with an international 
capital shortage forced interest rates on savings up and intensified 
competition for savings. The amendments to the Bank Act in 1967 
brought the conflict*over'savings into sharp relief.** Credit union 
reactions in Saskatchewan besides developing new saving's instruments 
were wees, Additional discussion of some of these reactions will be 


found in the next chapter. 


6. ANOTHER THREAT FROM OUTSIDE 

Thompson suggests that organizations are open systems, or in other 
words, open to influences of the environment and subject to criteria of 
Paulonckity anldetiererore mceding certainty.?° He sucges ts thate certain 
technologies consist of the "core" of the organization. Experience, as 
well as predictions of environmental change allows organizations to act 
as though they had a closed core control system. It is when unanticipated 
environmental fluctuations occur that organizations must adjust to regain 
control of at least part of the organizational function.”” 

Credit unions in Saskatchewan jealously guard their local autonomy, 
yet through province wide organizations have attempted to control certain 


technical core functions such as loan capital mobility, chequing, as 
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well as other "bank" services. For long periods of time this control 
of core functions seemed possible by giving minimum authority to these 
central credit wnion organizations. 

The developing pressure on credit union savings culminating in 
the Bank Act amendments brought increased environmental fluctuations. 
The 1965 annual report of the Credit Union League of Saskatchewan 
outlined some of these fluctuations: 

"From outside we are challenged by the insecurity 
which emanates from the yet unknown effects of the 
Royal Commissions (sic) on Taxation and the Royal 
Commrssion-on, Bankingeand Finance 2... 
Another concern over which we have little 
control is the overall supply of money. We have all 
heardsofethe ‘tifghvimoneyes teuation' in ethe vlatter 
atte OTmlO OS. re cieren All indications now point 
to a reasonably extended period of short money, 
and with money as with any other commodity, if 
there is low supply and high demand, the cost 
goes up.‘'60 
In addition the report points out that a number of controversies were 
developing in the credit union movement. Thus Saskatchewan credit 
unions, by becoming full service financial intermediaries, were 
raising questions about the purposes, objects, philosophy and traditions 
of co-operatives and credit unions. Leaders in Saskatchewan believed 
these purposes, objects, etc., were just guidelines to be changed in 
keeping with the needs of members. However, not all people held this 
61 
view either in Saskatchewan or throughout the movement. The re- 
actions to both the internal and external tensions will be examined 
more in the next chapter. 
The question of co-operative and credit union taxation has been 


raised many times and dealt with in the Report of the Royal Commission 


on Co-operatives in 1945. Co-operative organizations in this report 
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were, according to its recommendations, to pay tax on the same basis 

as other corporations but with patronage dividends deducted from 

income thus effectively reducing taxation.°? To many corporate groups 
this seemed a special privilege since they had to pay tax on profits 
before paying dividends to their shareholders. The co-operative leader- 
ship, however, always viewed patronage dividends and refunds as 

entirely different than corporate profits paid as dividends to share- 
holders. The patronage principle held that members got a return in 
proportion to use, while corporate shareholders received a dividend for 
ownership. The corporate view on the other hand held that co-operatives 
retained the patronage dividends and thus obtained a very inexpensive 
source of capital giving them a competitive advantage. Both positions 
enunciate value positions and thus can be argued endlessly without 
solution. 

Nevertheless the pressure from outside groups has been a concern 
to co-operatives. A comment by an advocate of the free enterprise 
System points out the inherent value differences: 

"Politicians to the contrary nothwithstanding, there 
is nothing sacrosanct about co hyphen (sic) operation 
andals suspect sit) SULVIVeSs andethnives iarce lyebecause 
Gt saab leetotobtaingpreserredetaxgtreatimentyovcryi ts 
competitors. It 1s interesting to speculate, on where 
the tax money will come from when and if the co-op 
movement displaces ordinary business forms as we know 
them, and what will then become of the free enterprise 
system. In this connection I observed in the Montreal 
Gazette a week ago Monday an account of the arrival in 
Canada of four representatives of the central organization 
of Soviet Russia's consumer co-operatives, on a cross- 
country tour of inspection of co-operatives in Canada. 
I[nwas (Struckeby ctwolthingsss \First; theyare sreported 
as having been met by the National Secretary of the 


Co-operative Union of Canada, who will accompany them on 
their two week tour with an official of the federal 
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Department of Agriculture. The second thing is that 

one of them is reported as having said that Russian consumer 

co-ops, with forty-two million members, do most of the re- 

tail business in small towns and rural communities. I 

wonder if they receive preferred tax treatment and if so 

where the tax money for fifty megaton bombs comes from!''63 

Pisismintcresiinoeto note in srelation, to thisscommenc that Canadian 
consumer co-operatives have never handled much more than 4 per cent of 
total consumer sales in Canada. They have tended to develop for the 
purpose of making the consumer more effective in the competitive free 
enterprise system. Co-operatives view patronage dividends and refunds 
as the means to sell goods at cost to their members without becoming 
involved in a price cutting war. However, whatever the validity of 
Spilereposi tion, ate1S obscured by rhetoric and the debate continues. 
The Equitable Income Tax Foundation following the findings of the 

Royal Commission on Taxation has through local Chambers of Commerce, 
Sepmittecaspriefs onthe question or the staxatvon Of Credit unions. 
They contend that credit unions should be taxed before paying dividends 
Ormeincerest rebates. As) credit unions have pointed cut in) response, 
dividends are actually interest paid on savings.°* The Carter Commission 
on Taxation has put the matter of dividends on savings in perspective. 
They suggest that credit unions would have little difficulty in con- 
verting shares to some form of savings, paying a fixed rate of return 
and thus show these payments as a non-taxable expense. The rebate on 
interest is given by so few credit unions now as to be insignificant. 


There seems to be, in other words, little to the Equitable Income Tax 


Foundation position that credit uniors have an income tax advantage. 
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Ls THE GROWTH PATTERN 

The descriptive data presented in this chapter is suggestive 
rather than conclusive. It Suggests credit unions developed as altern- 
ative sources of short term credit. In support of this view is the 
fact that many bank branches were closed in Saskatchewan during the 
decade of the 1930's when credit needs were accute. In addition other 
sources of short term credit such as retail sources were curtailed 
becuase of economic conditions. Credit unions developed very rapidly 
at this time particularly in numbers thus serving the type of loan needs 
crucial to the survival of their members as well as offering other 
financial intermediary services such as chequing. As they grew in size 
and developed more services to meet their member's needs, they came into 
direct conflict largely with banks since this was the service need 
which they were filling. 

iieseact OL contizct 15 Obvious from@the data presented im this 
Copter incetntenisi cy OF the Coudlice Varied Overs vatlOus 1SSues) as 
they came into more direct focus or receded into the background. The 
fact of consensus is also obvious even though it is not specifically 
noted. The credit unions and co-operatives have not seriously 
challenged the market conception of distribution and production. Instead 
they have tended to try to make their members more effective in the 
market. The concensus with minor exceptions on the value of the market 
economy is maintained by both groups despite their continuing conflict 
over the control of resources and positions. The conflict is, in 
other words, basically over the distibution of resources and positions 


in the system as it presently exists. 
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CHAPTER VI 


SASKATCHEWAN CREDIT UNIONS RE-ORGANIZE 


The energies of credit union leaders and members in Saskatchewan 
in early years were largely directed at developing and extending 
credit union services to people throughout the province. Growth in 
absolute. size, although steady, was comparatively slow at first. It 
was not until the mid-1950's that credit unions in Saskatchewan attained 
apsupstantial size... Nevertheless, many of the factors which led to 
their development continued as underlying sources of conflict. It was 
only when credit unions Ree cred agsUDStancialesizemtiatetneseeCOnt1llCLs 
became manifest again. 

It was implied in the last chapter that the process of growth 
TesUltineetroledctions toeresolve the struggle for controlso£ credit 
TesourcesmUTOUcsht these conflicts into the open again. in) other words, 
had the credit unions not become successful in developing credit and 
Savings sources to meet rural problems, there would have been no basis 
for further conflict. This view is derived from a domain assumption 
held by the writer. The assumpticn is: 

Order is essential to the functioning of a social 
organization leading to some form of hierarchical 
structure in positions controlling resources. This 
in turn, leads to conflicts between groups and 
individuals to readjust the control over resources 
and positions. 
The equilibrium view of society on the other hand, when combined 


with a holistic systems perspective suggests that adjustments in the 


structure tend toward total re-organization of the whole. This discounts 
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to a considerable extent the relative adjustment among parts of the 

whole without necessarily implying destruction or total re-adjustment 

of the whole. + The conflict between financial intermediaries for the 
control of resources led to conflicts over relative position and in 

turn led to internal re-adjustments both for the banks and credit 

unions but not necessarily of the whole system. Bank re-adjustments 
include the recent emphasis on personal, individual service de-emphasizing 
their earlier predominantly commercial interests. These changes are 
clearly documented by present bank advertising practices but are not 
included as part of this study. 

The credit unions, too, were in a process of constant re-adjustment. 
MasUDStantualspareso: their developmentawaswineresponserto confi1 ct sover 
mes OuUrcCessOTEDOSItLOnaWi thaprivateacredi tegrantinge agencies. geliiseis 
Santucularnlyeadiscemmible inethe latterngstages ofedevelopment.=) ihese 


processes will now be examined. 


Le, CREDIT UNION RE-STRUCTURING 

Credit unions in Saskatchewan prior to 1966 were organized into 
twelve geographic districts each containing varying numbers of credit 
unions and responsible for electing a director to the Board of Directors 
of the Credit Union League of Saskatchewan. The local Director, as well 
as staff from the League, Credit Society, Co-operative Trust and the 
Department of Co-operation and Co-operative Development attended these 
meetings to make presentations, answer questions and carry out discussion. 
Before going into the results of events at these and other meetings 


after 1965, the study perspective will be briefly restated. 
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As was stated earlier, conflicts over values from the perspective 
adopted in this study are the rationalizations or justifications adopted 
by a particular social organization or group to explain the means whereby 
conflict over resources and/or positions is handled. Co-operative 
leaders have referred to their operating principles and ideals as co- 
operative philosophy. This philosophy applies generally to their own 
internal operating principles and practices. Implicit in the use of 
ideology is the idea that views expressed by co-operative leaders and 
members are a part of the broader societal values extending beyond co- 
Operative operations and procedures. 

Bariver there was a brief discussion of the role of utopian thought 
as idealism in credit union and co-operative development. The efforts 
of co-operatives to move beyond their conventional areas of operation 
and development into such areas as student co-operative residences and 
co-operative housing to resolve housing problems“ for students and other 
Saskatchewan residents underlies their utopian form of thought and the 
ideology which sees co-operation as a potential solution to social 
problems by stabilizing rather than reforming or revolutionizing society. 

There is a tendency for ideological thought to emphasize stability. 
Ideology is used here in the same way that it is used by Mannheim. He 
suggests ideology is a condition in which the collective unconsciousness 
of certain groups hide the real conditions of society and tend to 
stabilize ‘Lome This study will not delve into the conceptual jungle 


of collective consciousness or unconsciousness but focus instead on the 


stabilizing influence of ideology. 
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In 1963 the Board of Directors of the Credit Union League, acting 
under the directions of an earlier League convention, appointed a 
Planning Committee, the role of which was seen as advisory in nature. 
Its function was to look at certain broad questions directed to it by 
the Board of Directors but to leave implementation of programs to 
staff. / In the following year the planning committee carried out a 
study tour of Ontario and Quebec credit union operations, and set about 
re-defining the purposes and objectives of credit unions as well as 
. Studying term deposits. These areas of activity will take on increasing 
Signficance in this study. The major item of significance with respect 
to re-defining purpose was the Committee's view that credit unions 
mustradapt their activities .to the current needs tof members ,> pres umab ly 
ieordersto retain stability. In the following year they recommended 
ways of improving credit union service through term deposits, manage- 
ment training programs, better hours of service, and the formation of a 
research counci1.° In 1966 the planning committee was instrumental in 
arranging for a management consultant firm to undertake a survey of 
credit unions and their central organizations. The committee spent a 
major part of its time examining credit union branch and regional 
development. / This committee acted not only as a barometer of current 
concerns but also in many cases as a catalyst for action. Its efforts, 
although only indirectly related to action, will be traced in the 


events which follow. 


an MERGER OF CREDIT UNION CENTRAL ORGANIZATIONS 


At the district meetings of the League taking place in October, 1966, 
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153 credit unions out of a total of 290 were represented at the twelve 
meetings. The League, Credit Society, Co-operative Trust and Department 
of Co-operation all presented papers covering their respective histories, 
development, services and relationships to each other. The League and 
Credit Society presentations speculated on future development needs 
raising such matters as regional credit union development as well as 

the need for united effort. Following this panel presentation, dis- 
cussion was opened to the full meeting. At four of the twelve meetings, 
those involved raised the issue of duplication of service and competition 
between the Credit Society and Co-operative Trust. As a result of these 
discussions a number of suggestions were made for merger of the credit 
union central organizations. The suggestions from the four of the 

twelve meetings were: 

Caeticrvomorsunitesthe Crediteoociety, and Go operative icus ce 
3 meetings 

(b) Merge League, Credit Society and Co-operative Trust - 

2 meetings 

(c) Form a national Co-operative Bank - 1 meetings 
One meeting raised a number of suggestions. * 

The Planning Committee, in June of 1966, recommended that a manage- 
ment consultant firm be engaged by the League and Credit Society jointly 
to give guidance to the Planning Committee to aid in setting the future 
direction of development for credit unions in Saskatchewan.” This 
recommendation was discussed by the Board of Directors of the Credit 
Union League in the same month. The meeting passed a motion recommending 


a joint meeting of League and Credit Society Boards of Directors in 
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September to hear a proposal from the Management Consultant firn, 1° 


The management consultants were subsequently engaged to define the 
roles, functions and appropriate operating structures of the League and 
Credit Society in relation to the future growth of Saskatchewan credit 
unions. The Research Council, which had been formed in June, 1966 was 
assigned to work with the consulting firm on a part-time basis. The 
report of the management consultants was completed and submitted in 
september, 106/cmdTheirumajor recommendation was merger or amalgamation 
of the League and Credit Society into one viable, dynamic credit union 
organization to coordinate policies and make use of their combined 
resources to direct credit union development in a changing social and 
economic environment. ++ 

Duringetheascri csmofamectingsawithathe consultant firmeput=prior 
toptheysubmissionsofsitheir fimalireporty they were asked*to consider the 
possibility of including the Co-operative Trust Company in the proposed 
merger. The board and management of Co-operative Trust, for a variety 
of reasons declined this proposal, partly since they were applying for 
a national trust company charter. They received their national charter 
Tievecemperg 967: 

A summary of the management consultants report was made and pre- 
sented to the annual meetings of the League and Credit Society on April 
1 and 2, 1968. Due to the urbanization trends, increasing competition 
and complexity in financial intermediation as well as the developing 
trend for savings to move from voluntary to non-voluntary savings 
patterns in pension plans and other welfare programs, a series of changes 


were held to be necessary. Theyincluded: 
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(a) The need to develop highly trained management and financial 
personnel to handle the increasing size and complexity of credit 
wie eee eee 

(b) The need to develop credit unions in ten potentially major 
trading centers. 

(c) The need for new educational programs for elected officials 
and members to keep abreast of essential needs and changes. 

(d) The need to coordinate activities between Co-operative Trust 
and the Credit Society as well as between Co-operative Trust and credit 
unions to avoid excessive internal competition. 

(e) The need to standardize credit union services. 

The report held that these changes could best be undertaken by a strong, 
single; rcoordinatedrcentral organization wtilizing. the resources’ of 
both organizations under a common policy and administrative structure. 
The report concluded by offering a resolution for the approval of the 
annual meeting to authorize more coordinated effort between the two 
Boards while continuing the examination of operational and policy 
problems relating to merger. 

The resolution was passed along with the suggestion that all prov- 
incial Leagues and Credit Societies merge into single provincial units 
and then into one strong national organization. 

Later in the annual meeting a resolution was presented by one of 
the larger credit unions to solve the problems of competition and 
standardization --- all credit unions should become centralized as 
branches of the Credit Society. The motion was amended by referring it 
to the Planning Committee for study and a report at a future meeting. 


: z 1S 
There was some expression of the need for hurry. 
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3. CREDIT UNION CENTRALIZATION 

Early in June, 1968 the writer, as a staff member of the Credit 
Union Research Council, became directly involved in the merger and 
centralization studies. The Research Council was asked to give full 
priority to these studies. The specified goal was to develop an electoral 
control structure suitable to both merger and centralization by centrali- 
zing management responsibility and authority while decentralizing the 
member or democratic control structure. 

As a prelude to this work, a series of unstructured, representative 
interviews with credit union directors and management were carried out 
throughout the province. The criteria of representativeness (non-random) 
was to choose credit union directors and management considered to be 
both for and against centralization. The interviews were intended to 
SOlmclCeViciSecxplessin’ Support Or Opposition to centralizationsstis 
needs of the member control structure, the operational and administrative 
functions of the central management and the reasons for support or 
opposition to centralization. 

No effort will be made to generalize from these interviews, but 
certain aspects raised in the interviews foreshadow later conflicts. 

Interviews were conducted with 33 people from 13 credit unions 
throughout the province. They were almost equally divided between 
management and elected officials with 16 holding local management positions 
and 17 elected officials. Of those interviewed, 5 held elected offices 
on the Boards of the League and Credit Society. 

The responses are outlined below. 

(a) Supporting centralization: management - 11 with 4 stating 

some reservations. 


board - 11 with 1 showing some 
reservations. 
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Opposing centralization: management - 5 with 3 indicating a 
need for some operational integration. 
board - 6 with 4 suggesting a future 
need totcentralaze:. 

(b) Centralization it was held would imp rovesservices: Dy. 
standardizing services, procedures, policies and promotion: better 
internal operational control and coordination; better use of staff 
through transfers, training and promotion, etc; more specialization and 
increased effectiveness; reduced costs through bulk purchase; full scale 
Serviccein- alle credit.unions; and better use of available capital 
resources by coordinating the flow of surplus funds. Supporters of 
centralization almost always offered at least two advantages of 
CUtralazation, but even those opposed felt the meed tor greater 
standardization and coordination. 

(c) No matter how strongly an individual supported centralization, 
some degree of local autonomy was held to be necessary. The old fears 
of outside domination are raised by such comments as: will become just 
Jakeva bank; head office too far away; loss of local identity and) pride; 
loss of development stimulus from local diversity; local money leaving 
the community; and the loss of ability to check central power. 

(d) Three spontaneous but relevant issues were raised with 
sufficient frequency to require summarizing statements. 

(i) Regional credit union development was offered as an 

alternative to centralization by one third of the respondents. 

(ii) One quarter of the respondents felt a need for a means 


of continuing the expression of opposing and diverse points of 


view to stimulate change anddevelopment. 
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(111) Just over one third of the respondents expressed a 
concern about member participation and control in a large, complex, 
administratively distant organization. 

These interviews raised issues which had continuing significance in 
the discussions, studies and development of both merger and centraliz- 
ation. Of particular significance is the local autonomy issue set over 
against the need to rationalization operations through the economies of 
sCate-wnrch could result from centralization: 

Following the 1968 annual meetings of the League and Credit Society, 
the two Boards began operating jointly in effect as a single board to 
achieve greater coordination in relation to the merger. The responsi- 
bilities of the Planning Committee were taken over by the Executive 
Committee of the joint board. The committee consisted of six board 
members, three from each organization and had the responsibility of 
Steering the planning, study and’ development’ of both ‘the merger and 
centralization proposals. /> 

In the meetings of the Executive Committee beginning in May, 1968 
merger was considered the first step in a program of rational develop- 
ment. Since considerable study and discussion on merger had already 
taken place, the Committee tended to concentrate its study resources on 
centralization. 

Regional credit union development had been discussed, studied 
and attempted on a formal basis in two areas some time earlier. One 
major obstacle to regional credit union development on a planned basis 
was the substantial one of local community pride. Smaller centers, 


which had been declining for nearly a decade because they were losing 
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their trade to a larger more diversified trading center, were not 
prepared to be absorbed by a larger center. On the other hand, where 
credit union operations seemed in difficulty due to the loss of local 
trade, amalgamation with a larger credit union on an individual basis 
was preferable to total decline. It was an entirely different situation 
if such a move was planned before it seemed absolutely necessary. 

The credit unions centering around the larger trading center of 
Assiniboia, in the south of the province, had begun examining regional 
development as early as 1967. In 1969 the writer was involved in a 
series of meetings in this same area to again raise the matter of 
regional credit union development. Some of the smaller credit unions in 
surrounding smaller communities were losing savings and were having 
difficulty meeting loan needs. The substantial resources of Assiniboia 
oreaire Union seemed to offer one solution to this problem. Nevertheless 
theimajoritysoftsmallerscreditfumions "present Uat tthe ticeting preterred 
the more geographically distant solution of centralization to the 
local solution of regionalization. 

For reasons such as these, the Committee had rejected regionalization 
aseaeso Muti oneto ecreditimmion problems. WWith mergersseeneas. aneintenim 
step well on the way to being accomplished, the Research Council was 
asked to draw up the control structure, responsibilities and authorities 
of local, district and central levels of a centralized organization. 


The objective of the paper was: 


"To structure an organization that will best serve the 
needs of the individual members in keeping with the basic 
concepts of the credit union within the current social 
and economic environment.''16 
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A number of other criteria for the development of a centralized 
structure were also set out by the Committee. Paraphrased, these 
other criteria included development of at least 9 districts each to 
achieve electoral representation on the basis of population, in this 
case credit union membership. Each district was to be represented 

by one director but in addition there were to be a number of directors 
at large elected at the annual meeting. The key criteria mentioned 
Soci was that centralization emphasize operational integration and 
control for each credit union while decentralizing democratic control. 
Credit unions not joining the centralized structure were to continue 
sltaringuinethercontrol tof theiLbeague fand (Gredist Society vor the 
organization resulting from their merger. 

A series of papers were prepared by the Research Council and 
presented to the joint Board of Directors. Each paper was modified 
tomurcihide pointsirdise diatiithese méetings.m Onitite ibasis ‘of represient— 
ation by population, the delegates in each district might represent 
the members of up to 8 credit unions. Two of the larger urban credit 
unions were represented by 5 or 6 delegates. The old representation 
system had been 2 delegates per credit union, no matter what the size 
of membership. Each district, depending on its membership had 5 to 
10 delegates who in turn were responsible to elect the district director 
and take part in the election of the directors-at-large at the annual 
meeting. They, of course, had additional responsibilities in setting 
policy. 

The Credit Society, besides its 289 credit unions and related 


organization members had 364 corporate co-operative members including 
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consumer co-operatives, machinery co-operatives, livestock feeding co- 
Operatives, co-operative farms, community halls as well as the large 
centralized co-operatives such as the Wheat Pool, Co-operative Insurance 
Services, Co-operative Trust, etc. This group of co-operative members 
had to have representation in the delegate control structure. Since in 
‘most cases their relationship to the Credit Society was as a source of 
loans and since they had no relationship to the League, they were given 
20 voting delegates in relation to 80 for the credit union corporate 
members. The interlocking nature of many of these directorships was 
taken into account in setting this nunber. 

The delegate control structure for centralization was to be 
reworked in separate form with necessary modifications to suit the 
merger. Each proposal was to be presented separately at the League 
district meetings*in-October; 19682 “The”centralization "study was 
presented*only efor*the purpose of Pdis cussion “and"s tudy"" The merger 
control structure, although subject to modification arising out of 
discussions and suggestions at the district meetings, contained a 
resolution which concluded with: 

"Therefore be it resolved; *that the delegates sto 
this District Meeting recommend to the Board of 
Directors of the Saskatchewan Co-operative Credit 
Society Limited and Credit Union League of 
Saskatchewan that the necessary Bylaw amendments 
to achieve amalgamation be presented to the 1969 
Annual Meetings of both organizations."17 

The District Meetings which took place between October 15 and 
October 30, 1968 throughout various centers in the province, revealed 


considerable confusion between the two presentations since both had 


the identical member control structures with major differences only in 
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the operational control structure for the centralized study. 

The merger resolution outlined earlier was approved with sub- 
stantialgmajoritieseat lliof thej12) district smeetings.) The. first) of 
the series of district meetings did not vote on it at all since they 
expressed concern about the confusion between merger and centralization 
and were not prepared to do any more at that meeting than discuss the 
issue involved. Out of 10 meetings where the vote was counted those 
opposed to merger numbered 12 out of a potential of 251 voting 
delegates .+® 

Foun ssues Mose out) of thekcentralizataon presentation.” The 
major one related to the potential loss of local autonomy. The second 
issue was closely related since it dealt with the ability to choose 
voluntary participation in the centralized unit. The remaining issues 
dealt with the possibility of potential management domination in a 
centralized organization and the problem of urbanization. At all except 
twomofthe meetings .irepres.entativesmexpressed* thes view, anyone form or 
another that the individual credit union members needs could best be 
served by some unified, coherent financial system. Such a system 
would more effectively meet competition by standardizing services and 
operations, assisting the smaller, less efficient credit unions and 
make better use of available resources through their greater provincial 
mobility. However, opposing this felt need for greater unity and co- 
ordination were the issues outlined earlier - local autonomy and control. 

The matter of local autonomy was raised in many ways. The comments 
of participants expressed the overriding concern that centralization 


would result in the loss of local responsibilities and autonomy 
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characteristics. In other words, centralization could lead to a 

loss of local responsiveness as well as sharply diminish local control 
resulting in decisions which could be detrimental to the local unit and 
its members. 

The issue of voluntary participation was closely related to this 
concern. Participants expressed two major concerns. First, whether 
participation would be truely voluntary without central pressure and 
second, whether credit.unions could;: after trying centralization, 
choose to opt out of it. These aspects of voluntary particpation express 
the relationship between independence and autonomy on one hand and 
central, authority, onfthej; other hand: 

With the increasing size and complexity of a centralized credit 
union, the participants felt that the need for highly skilled, knowledge- 
able and nearly professional staff would place control beyond the part- 
time volunteer elected officials. This would, in turn, lead to even 
sharper separation between adminsitrative staff and membership rank and 
file since they would be one step further from the administration than 
tie wei eeteugoff1¢i14alsz 

Inathes final eissues siti waseheldithatethesdeciinincaruralecredart 
unions would become a burden to the industrial and associational credit 
unions after centralization. The somewhat parochial view expressed 
again reflects the local autonomy issue particularly in light of the 
tendency for credit union representatives to consider themselves part 
of a movement. It is, however, a serious issue since competition is 
so strong for savings that a reduction in interest rates of 1/2 per 


cent could result in the substantial loss of savings. A drop in rates 
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of this magnitude or better would be wholly realistic if the declining 
rural units had to be subsidized. 

From most meetings, there were suggestions for further study. 
Benross ots included setting out the advantages and disadvantages of 
centralization as well as the specific responsibilities for each 
level of a centralized structure. As a consequence of their directions 
and the earlier annual meeting resolution directing study of centrali- 
zation, the Joint Board felt it best merely to report to the annual 
meetings on events up to the meeting date as well as make suggestions 
for further study. This delay in further consideration was also held 
desirable in view of possible confusion with the merger. The report on 
centrajizationsrecommended tosthesannualymecting extensive research 
on credit union member attitudes and feelings toward structures and 
service. 2” This report was adopted by the annual meeting. -° 

The merger was approved at the same annual meeting by a number of 
resolutions dealing with specific aspects of the merger. The resolution 
authorizing the merger was the first and major motion. It was carried 
by more than a 3/4 majority. The remaining related resolutions dealt 
with housekeeping matters to keep the organization going until the 
new democratic control structure became operational and to make the 


: : : Z 
necessary bylaw changes to handle the legal implications of merger. : 


4. LOCAL VERSUS CENTRAL CONTROL 
In the period after the annual meetings of the League and Credit 
Society in early April, 1969, a series of events occurred which 


emphasized the problem of credit union control of resources. Economic 
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conditions in Saskatchewan were seriously affected by problems in 
agriculture. The world surplus in wheat reduced wheat sales drastically 
and as a result caused an equally drastic reduction in available cash. 
Thus total retail sales in Saskatchewan had declined by 6.2 per cent for 
the period January to March, 1969 over the same period the preceding 
year. The Canadian figures on the other hand for the same period showed 
a nearly equivalent increase. Wheat deliveries to grain elevators from 
January 1 to March 19, 1969 had decreased by 28.8 per, cent over the 

same period in 1968. Machinery sales and repairs in Saskatchewan declined 
DyerZso sper, centein the perivodsJanuary to Kebruary , 1969 in comparison 
to the same period in 1968 while the comparable reduction in Canadian 
Sales was 5.1 per cent for thersame period.*? 

For credit unions, the result of this economic decline was a decrease 
in cash inflows. Loan repayments, savings deposits as well as demand 
deposits were drastically reduced. The ratio of cash to credit union 
assets also declined. This meant a reduction in the resources available 
for loans as well as for cash withdrawals. The following two tables 


Summarize these developments. 
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TABLES OL 
CASH INFLOWS IN SAVINGS AND DEPOSITS 
ALL SASKATCHEWAN CREDIT UNIONS 
FIRST QUARTER 


1966-1969 


Percent Change #romeQuarter to, Quarter 


T fal 
RO (Ne TREO (Tien laters eal ae ier Ie a Rennie oil 


1966 1969 
Savings* 
Deposits ** 


Savings dep- 
osited by 
quarter in 
millions of 
dollars 





EROMA BCreditfUnironeAlerti aNos Sy Junesx.2401969% 


=weuincludes Shares, term deposits and net endowment shares. 


*=*" demand and special deposits. 


TABLE Ome 
CASH TO ASSET RATIOS FOR ALL SASKATCHEWAN CREDIT UNIONS 
AT MARCH 31 
1966-1969 


IN PER CENT 


Uasi tO asset racio 





FROM: Credit Unvon Alert, No. 3, June 2, 19695 
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The preceding tables show graphically the decline in cash assets 
available for loan needs. Of course, loan payments brought in some 
cash but even here there were problems of sufficient magnitude to lead 
to two special meetings for all Saskatchewan credit unions on the 
topic of liquidity. The meeting for the sourthern part of the province 
took place in Moose Jaw on June 18, 1969 and the northern part in 
Saskatoon on June 19, 1969. 

The meetings were started in each case by introductory comments of 
Professor Fred Anderson of the Economics Department, University of 
Saskatchewan, Regina Campus. He suggested that the liquidity squeeze 
of the time was a passing phase but of greater significance to credit 
unions was the reduced need for voluntary savings because of such things 
as Natponal penszonfSphans;,ymedicare, etc. Other people dealt with 
better methods of handling liquidity. Each meeting was divided into 
Earee groups. .to discuss liquid tygin relationgtosthesamcmbersgthefenedit 
Wiionwand the Credit society, .and\Co-operative Trust. ealhe, groups flatter 
reported to the meeting suggesting steps, to better, pool ycredit sunion 
resources, reduce rate variations and internal competition as well as 
means to bring in more capital. The Moose Jaw meeting suggested a need 
to move toward some form of centralization. 

Basically these meetings reiterated a problem facing credit unions 
at this given time but which was developing since 1965 and 1966 as was 
shown earlier. With the severe economic conditions, these problems 
dealing with resource control became intensified and more obvious. The 
disparities between credit unions seemed to make some unified action 


imperative. Some credit unions had excess funds with no loan demands 
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and others had to stop lending completely due to a shortage of 

liquidity while others had to curtail lending. pekinese eae. only 

one half hour driving distance apart had substantial savings interest 
rate differentials on term deposits. In 1967 dividends on share savings 
varied from 3 to 5 per cent throughout the province. Yet credit unions 
were loosing large savings deposits to chartered banks for 1/4 per cent 
higher interest. In one case the Credit Society lost nearly one million 
dollars in credit union surplus funds because of 1/4 per cent higher 
interest from a bank. Faced with internal competition and an increasing 
need for capital to make loans, it seemed imperative to develop a 


coheren &, sunmiiedscredi teunion policy.°4 


Si CREDIT UNION MEMBER ATTITUDES 

In accordance with the directions of the annual meeting, the Credit 
Union Research Council in the summer of 1969 undertook an extensive 
survey of credit umion members throughout the province to establish 
their needs and views on future credit union development. This survey 
was a part of the continuing study of centralization. Other related 
studies included an examination of the past, present and projected 
future development of credit unions in Saskatchewan to be carried out 
by the Research Council. The Economics Department of the University of 
Saskatchewan, Regina Campus was commissioned to undertake three studies 
dealing with past, present and projected trends in the demographic 
development of Saskatchewan, as well as for agriculture and other 
industry in the province. The latter four studies are still in progress. 


Since portions of the member survey will be used in this study, a 
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brief description of the method of the study follows. The province 
was divided into seven geographic regions centering around major 
trading centers in the province: (a) Weyburn; (b) Recinag: BGc) Swift 
Current; (d) Yorkton; (e) Saskatoon; (f) Prince Albert; and 
(g) North Battleford. The credit unions in each region were stratified 
according to six assets categories and four bonds of association - 
employee; parochial; rural; and urban-rural. The credit unions were 
assigned rien in numerical order and 95 out of the 278 credit 
unions were selected randomly out of the stratified groupings as the 
points in which to carry out interviews. Interviews were attempted 
with 1,793 members in these 95 credit unions. There were 1,316 com- 
pleted interviews.or-73.4 per jcentsofythertotal, yRefusals, numberedg139 
OG)7 36 percent whiten332.members,couldsnot ibesinterviewed fora 
variety of reasons and 6 interviews were only partially completed. 

Theshigh number of incomplete interviews jresulted in jlange measure 
from the.fact that there is no master.list of credit union, members jand 
the random selection of members had to be done locally. Thus it was 
not possible to make an initial contact through the mails because of 
Gumesan decost factors. -oin vaddi tion emany yomethe srandomlyacelecved 
members were located in rural areas. Efforts were made to interview 
rural members on a route basis and thus with a maximum of two calls 
could not always be contacted. 

Mail contact from the local credit union would no doubt have 
reduced both refusals and lost contacts, but it would have required 
two calls to each credit union, first to select the sample as the basis 


for mail contact to be followed by a second trip for interviews. The 
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extra time and cost involved as well as the possibility of considerable 
lapse of time between the letter and interview did not seem to make 
such a procedure useful. > Earlier experience with advance mail 

notice had not been substantially more effective at reducing the 
"unable to locate" or "refusals" categories despite a working rule of 
five attempts to locate each interviewee. 7° 

The items taken from the survey schedule are again governed by 
selective processes shaped by the theoretical perspective. Earlier 
it was stated that as early as 1938 there was considerable effort by 
credit unions to offer "banking"! services such as chequing to meet 
member needs when bank branches closed. It has also been pointed out 
that credit unions were a means for Saskatchewan people to take part 
in the struggle for control of savings and loan resources. A re- 
surgence of this struggle occurred, beginning about 1965 particularly 
in=relatron to competition over*thevcontrol of savings. A variety of 
structural changes were tried and in some cases implemented to handle 
this competition. Merger did take place and centralization was pro- 
posed and studied. However, both these proferred solutions again 
raised the historical conflict of local versus more distant metropolitan 
control of resources. In this case it was confined to the geographic 
location of Saskatchewan instead of to Canada. 

The interview schedule was not developed to examine this local 
(hinterland) - metropolitan conflict over resource control, however 
the service versus local emphasis did become indirectly obvious in a 
number of questions. It is the questions dealing with such aspects of 


member attitude which will be utilized in this study. 
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The first two questions to be utilized are quoted in full below with 
their survey schedule sequence numbers. 
34. From your experience are there services in other 
credit unions or other financial institutions 
which you feel your credit union should offer? 
Yes No 
Soret yes ask-e Wiateare =tiey + 

In examining the responses to these two questions it must be borne 
in mind that most of the suggested service needs were already available 
in other credit unions. The autonomous nature of credit unions along 
with the great variation in size makes the range of services available 
in any given credit union highly variable. Second, the scoring technique 
was developed to take account of as many response variations as Moss tntee 
However, the detailed response categories were substantially reduced in 
keeping with the purpose of this study. 

There were 324 members who felt credit unions should offer 
additional services while 18 did not answer, 56 did not know and the 
remainder answered "no''. The 324 members made up 24.6 per cent of a 
total of 1,316 members interviewed. It should, however, be pointed 
Out that about 70 per cent of those responding were members of credit 
unions which generally offer nearly full services but with some variation 
from credit union to credit union. 

Even in the case where members responded by a ''no" to the preceding 
question, if they made any comments at all for the following related 
questions, interviewers noted such comments. Although there were only 


324 "yes" responses to the lead in question, there were 520 members 
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who responded to question 35. However 186 of the members responding 
did not deal with service changes required. 

In the responses dealing nee directly with services, two. areas 
Stand out - savings and loaning services. Improvement in loan services 
was suggested by 114 members or 34.1 per cent of those directly dis- 
cussing services. Included were suggestions to speed up io of 
loans, larger and longer terms for mortgage and Farm Improvement loans 
as well as a lesser emphasis on security needed to obtain a loan. 

Under the heading of savings, 53 members or 15.9 per cent of those 
responding with service needs suggested changes in savings programs. 
They included such things as higher, more competitive interest rates as 
well as additional savings programs. In the case of both loans and 
savings, the members frequently ended their suggestions by adding - like 
the banks. 

The sthird catecory numbered, 106 member responses or 3107, per cent, of 
those dealing with services. They suggested a variety of ways of improv- 
ing services. Included were requests for "banking" services such as 
safety deposit boxes, night depositories, student loans, endowment plans, 
the sale of government bonds, utility payments, etc. They mentioned 
ways to improve the manner in which services were offered by suggesting 
better staff training, more efficiency, standard interest rates, etc. 
This catch-all service category merely points out that members of some 
credit unions are asking for improved service already available in other 
Credica unions. 

Two other service requests were sufficiently numerous to be 


categorized separately. The most numerous, numbering 39 member re- 
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sponses or 11.7 per cent of the total responses dealing with service 
needs were requests to develop means to more readily cash cheques 
outside the local credit union. In a number of cases they referred to 
credit card service like that offered by the banks. It should be 
pointed out that at about the time of the survey the Credit Society 
was developing and offering to credit unions just such a service. 
CU-CHEK, the copyrighted name of this service offered to credit union 
members an identification card and guaranteed cheques (negotiable 
orders). The second category dealt with the need for chequing services 
and was made by 22 respondents (6.5 per cent), yet in 1969, 240 out 
of 277 credit unions offered chequing services to their members. 

They next question tromethe survey. schedule helpsetosfocus the 
responses to the preceding two questions. It asked: 

40. What in your opinion are the most essential aspects 
Of your credi fgiunion 4 

Theemembenyresponses togthis question ytend «to verity .thesearlicr 
emphasis on service while at the same time raising, rather specifically, 
two other considerations - localism and co-operative philosophy. The 
most numerous category includes 479 member responses (36.4 per cent of 
the total) dealing with both localism and co-operative philosophy. These 
members held that the most important aspect of their credit unions was 
its local nature as well as the matter of ownership and control. Their 
responses tended to give generally equal emphasis to both of these 
aspects although different responses stressed one or the other. This 
emphasis was further heightened by reference to their ability to be 


involved fairly directly in credit union activity. 






a | , fs ae 


Se iv wet i within el. -aaiageg jagod ‘od? Uo anor rq t tr 
esupeta deo (| hoot Seon G9) aan ((ehyad oz adeupor i eae 

o+ bwrsStey Vets eg260 Io 2ecniA BF RP ro ia 21bstS ltasalt Pris) bb Ente 7 
a Diutae 3a ani att “bots ite Faas ott 59 fvPe2, bins tibers a 

ot hbes® Sit, yovaue Ls ae al ae ae Se a 

n fous test. eiotny dilew oF Geerereo One griqolevel 2aw 


norms Tiers OF: role #Hiwise Fit 0 herty eyqso oir AGHA 


















_ 
‘ 
ar ft 


ae. 
wh ; a 


hesjnersug bas bag noted isnebh ae STemien 
a> Tv" Siidaone 501 hin sy ih w daeh qraywad. faeowwe sa? . (aeebyo ° 7 
rt toy, jifou tog 2.) efasbieqeer 56 qo spam gem baa 
inom x40 OvIoS Wi Jl bene erioim Ibe Fis 2. 
aI901 of 2qli st shies (evar Gas MTT mitzoN9 em oT Sa 
o\A25 FI 286£T: Wp Owl GAIpeverg $3 03 2o2noqesz 
fg itnseag- yeom 9s oh hobo igo ite mt dadW— 0h: wes a 
Shojw. Stouro Seey to 
157 11ES) S737 ttS7 oF BAST nots: th es | zoe qugest tedusm ‘oat ~~ 7 na 
MIT 199 re “if¥l8S Smit sae a2 26 eiiaw ehavisee 19+ aizadapiy . 
str 6 .ydgoeoi iy Vv ityroaqoe 6s tne Metles$l) ~ Gee iearebinnee xerto ow : 
26 aed. Toy 06) ze2ndg sey roiiten: Ov nabirlonk srogesss ee 
seont weflaogol iid ay Diectaiaros - bits Nenhigel qed re 


i! ea ayy fie: eee 70. ae mee ecavaity 108 8 


a 


yu 


ae mae tfabenigpe 


=o l= 


The next most numerous category dealt rather specifically with 
services, The 465 members in this group responded (35.3 per cent) by 
pointing out the quality of service which they felt made the credit 
union important. They included savings and loan services, interest 
rates, the way service was offered as well as the emphasis on service 
at cost. Insurance on savings and loans was also held to be important 
and 66 members (5.0 per cent) stated this insurance was the most im- 
portant aspect of their credit union. A further 90 members (6.8 per 
cent) emphasized convenience and the way service was offered. The 
convenience aspect very frequently included reference to the credit 
union as the only local bank. 

The remaining responses were more diffuse and are listed with 
Piecing werequencys OL, response.) = They are eno answer, don't know - 104, 
Porcmpers Cente credit unions: have a™=concern tor people, tie small” tel low = 
Qyae ven pers cents samevas a’bank®-9455 374 per ‘cent; satisfied —* 16; 
don't use it anymore - 12; no longer follow co-operative principles - 
Gees celianeous® ="5. 

One of the interviewers ~/ carrying out interviews in a small 
declining community in the south of the province noted that during the 
course of one interview and especially afterward, the member raised a 
number of points which place this service-localism conflict in per- 
spective. The community was a part of the larger trading area of 
Assiniboia. Their local consumer co-operative had been amalgamated 
with the Assiniboia consumer co-operative a necessary move since their 
own store could no longer offer the service that the store in Assiniboia 


could offer. Many of the members from his own town had been going to 
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Assiniboia to shop and were thus making it more and more difficult for the 
local store to operate. Better roads, the trend to urbanization with its 
consequences of making rural and urban life styles similar are all factors 
in these developments. The member knew that the actions of his neighbors 
and himself in looking for better service or services which their own 
consumer co-operative or credit union could not offer would eventually 
further reduce their ability to serve local needs. Yet at the same time 
he did not want these services or his community to decline since it gave 
him a feeling of direct participation in his own community. 

This view, as stated by one member expresses earlier comments and 
discussion on centralization as well as the dualism expressed in member 
interviews. There is a pride in what credit unions have done and are 
doing for the local community. At the same time, many of these smaller 
communities are losing their members rapidly. With the decline in pop- 
ulation, thercredi t™union loses#assets and®its ability to offer present 
or new services which the members feel they need. Centralization, by 
making the resources of all credit unions available to each unit can 
extend services at least for a time until the community declines 
further but it would tend to reduce involvement, control and the feeling 
of ownership. There is a historical factor of considerable significance 
in these developments. The people of these communities spent years 
attempting to Ba control of their own resources only to feel they are 
losing this control due to events beyond their control. 


These considerations are more specifically dealt with in two further 


questions from the member survey. Thekq Vesitzons tare: 
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90. Do you consider a credit union to be (HAND CARD "E") 
(a) a financial service? 
(b) a means to serve community needs? 
(c) ameans to help people help themselves? 
(d) ameans to a better way of life? 
Sl. Whatever answer to question 50, ask: Why? 

The four points listed in question 50 are taken from the conventional 
views of the role of co-operatives and in this case, particularly credit 
unions in relation to (a). The first question was used as a lead in to the 
open ended responses anticipated in question 51. Although the second 
point refers to community and gives some indication of localism, the 
strength of emphasis on «the local was: largely jmanticipated in wel 
survey. 

The responses to question 50 are listed below: 

Gis inefanswen = 920 SaleSaper cent. 

(2) Saatinanecialeseryvuce 59250 5.019 ssepenicent: 

(3) dasmeansiitogserve community needs g= 2ZOS}ez2c4 epengcent. 

(4) bea Mieans ito chelp "people hebpythemselves: =94 G/es5 Aomperacent. 

(S)@caameansietogaibetter waysoh late tall owl sncape recent ¢ 

(6) includes 13 different combinations of the four points - 
OO Re/so “per centr 

The question following, because of LtSmdirectsrelacionsnips co 
question 50 led to responses which tended to expand on the view sug- 
gested by the initial selection. Thus, the selection of the first point 
might lead to an extended definition of financial service as being 


particularly relevant to community needs, This)  didmot happen tall the 
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time but did lead to changes in emphasis. Although factor analysis 
would have pointed out relationships between the response to question 
50 and the resulting explanation it did not seem relevant to the 
purpose of this study. 

The most numerous category of member responses numbered 558, 
(42.4 per cent) and emphasized local convenience, control and ownership 
including the attachment to the local community and the fact that 
resources stay in the community. The service aspect of the only local 
bank or financial service played a significant part in this emphasis. 

The second most numerous series of member responses numbered 360, 
(27.4 per cent) and dealt with the basic co-operative philosophical 
pes ero Oremucualmor=sel® helpyee Ihe=creditwunionsmember sees his 
credit union as a means to assist himself and those involved in the 
co-operative venture. Indirectly such a view implies group effort 
Loe carne controlsof needed resources”. 

Service, again, is emphasized by a substantial group of the 
members responding. The credit union was seen as a financial or 
bank service by 251 members (19.1 per cent). However an additional 54 (4.1 
per cent) members stressed it purely as a helpful service in loans and 
savings. The remaining 83 (6.3 per cent) responses were divided into: 
no answer, don't know - 59; a wide range of miscellaneous comments - 


panes 


The data presented points out that credit union representatives, 
due to changing economic and social conditions, felt a need to achieve 
greater unity and strength through some form of vertical integration or 


centralization. The member emphasis on service, particularly in the 
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smaller declining credit unions makes a broader base of operations 
almost a necessity. The need to control resources through some form of 
integration, however, contradicts the local autonomy or control of 
resources. Yet external conflict with other financial institutions 
almost forces some consideration of integration. The localism 
emphasis might almost be described as parochialism but long experience 
has suggested to credit union officials and members that large scale 
central organizations become highly impersonal and comparatively 
unresponsive to local needs. 

ineanmentortmto achieve greater local control while gaining some 
of the advantages of greater integration, a new proposal was prepared 
and submitted to the Board of Directors and eventually in limited form 
tomthevdelégates of the merged OLganization. ele~attempiend tomset out, 
asmechearly asppossipDle, etheuresponsibilitiess of docalseprovinciale@and 
inter-provincial bodies in credit union development. Basically it 
suggested a centrally managed investment pool, more standardization 
in loaning, savings and operations with a sharing of control in these 
latter areas between local and provincial bodies .-” A committee was 
set up to give this alternative further study. At a meeting in Regina 
on January 6, 1970 which the writer attended, those attending expressed 
in almost equal numbers, the need for integration as well as local 
control and autonomy. Generally similar views were expressed by the 
delegates at a seminar conducted in Regina just after this meeting. 
Their responses were in relation to a slide presentation Set tingront 
three alternatives of credit union development. The alternatives 


presented were: stay the same; centralization and confederation. No 
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accurate count was kept but the tenure of discussion reiterated this 
potential local versus central organization struggle to control 
resources. °° 

It should be noted that two developments are presently taking 
place which are in response to these problems. The first is the 
increasing frequency .of credit union amalgamations in the past year 
partially due to economic conditions but also as a result of the demand 
for full services in smaller credit unions. Secondly, legislative 
amendments have been proposed to give the Mutual Aid Board the ability 
to take remedial action to offset credit union difficulties while they 
are still developing. Since the staff of the former League and now 
the Credit Society carried out the administrative and executive 
functions of the Mutual Aid Board, they are likely to gain some 
authority. The amount of authority gained will not, of course, be 
Knowneuntil the amendments, are enacted, it they aré enacted. Up to 
thespresent. they are.still,~to.be, considered by crediteunion represent— 
atives in credit union district meetings. 

It does not mean that conflict over the control of resources with 
Stheretinancial ins titutions.1S n0Ow.an intemal docal versusecentral 
conflictsbut rather that external conflict has, forced: a newearorm or 
metropolitan-hinterland conflict. It is now partially in the provincial 
arena rather than a national-local conflict. 

As was noted earlier in this chapter, members and credit union 
officials, in at least a minimum number of cases, felt that central- 
ization or credit union development itself was leading to the result 


that credit unions would become just another bank. Yet over against 
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this they also expressed the view that credit unions were offering 
local financial or banking services. This paradoxial dualism fore- 
shadows the philosophical or ideological differences resulting from 


the credit union financial service orientation. 


6. IDEOLOGICAL CONFLICT 

Tosbaecly Meilterdte Mideolopgiical form philosophical conflict in 
the theoretical perspective adopted is rationalization or justification 
for the way in which conflicts over positions or resources are handled 
in a given social organization. Secondly, ideology is viewed as a 
means to stabilize, whether consciously or otherwise, a given situation. 

ie najontdiiiiculty inVdealine with ideology or*®credit™ union 
prilosophyas tthe ydifirculty of determining ats specific apsects: 
CerGaiierecumrmingeaspects havelalready been stated= Une is= the 
distinction between segmented and comprehensive co-operation. To 
reiterate, comprehensive co-operation views co-operation as a way of 
life. Segmented co-operation is co-operation to achieve economic ends. 
The utopian emphasis on co-operation as a way of life is reflected in 
the proliferation of co-operative organizations which are members of 
the credit society. On the other hand, the credit union members who 
emphasize loan and savings services are viewing co-operative as a way 
to achieve economic ends. This emphasis on credit unions as a 
financial or banking service is in direct philosophical conflict to the 
mutual or self help emphasis. This latter emphasis, by its very nature, 
demands a limited, knowable community or group. 

The merger, the proposals for centralization, regionalization or 


confederation are planned changes to rationalize credit union operations 
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to achieve greater control over available resources. Despite the 

fact that this case study has tended to analytically isolate Saskatchewan 
credit unions, this particular ideological conflict points out the over- 
lapping consensus with the larger society. The credit union conflict 
over personal involvement in mutual and self help organizations versus 
bureaucratic or administrative efficiency is mirrored by Supporters of 
both views in, at least, the Canadian society. 

The localized versus centralized control issue also has philosophical 
implications mirrored in the total society. Since co-operatives were 
based on the principle of meeting local needs through local resources 
whether financial or human, the practical service need for integration 
Seronely amp lvesmoreate rs centraly control... dan addition; as the credit 
DMEONS orewainesize the principle, of ,redying on volunteers, could no 
longer meet the needs of complex organizations. The volunteers with 
less information because of less involvement in the operational 
activities of, credit unions ares aty aediSadvantagesin sre lati onetoethe 
Dproresstonal» ski lied staff. 

The underlying philosophical or ideological principle raised in 
the preceding paragraphs relates to a very fundamental co-operative 
philosophical position, namely democratic control. Ignoring the 
bottomless labyrinth of attempting to define democracy other than to 
assume that it involves some means of member participation in political 
decision making or control, democracy is as theoretically possible in 
a large, centralized group or unitary state as it is in a small group 
Ore nee smaller groups. There are as many symptoms of a 
feeling of powerlessness in rel stion.to “biel goverment in sinal ler 


voluntary groups and fratemal associations as in national goverment. 
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Whether democratic control is more effective in a small, 
comparatively homogeneous group in a smaller community or social group 
is not the point in question. People in smaller communities, because 
of personal contact with a large segment of the group or community, 
are more likely to feel that they can control the local credit union. 
Not only are they likely to know who the credit union directors are 
but they are likely to know one or more personally. Whether or not 
democratic control would be effective in a large centralized credit 
union, much of the personal knowledge and contact would be gone. 
Saskatchewan people have experience with large, centralized organizations 
Suciease the larger ss chool mit. hospi talsuni toandatiesWheat? oo) aasihe 
aquest10n 1s) not wielher democratic contro] ps gless .etrecti ve, in ga 
Harver Or Ganizaiion but whether people teel at 1s effective. In the 
initial centralization interviews several people expressed the concern 
that control would be lost in a larger organization such as those 
mentioned. This was also raised at the delegate seminar in January, 
1970, ‘Ihey point out. the feeling of the potential Sloss, otecontrol inva 
large centralized organization. 

The sample of credit union members were asked the following 
question: 

36. If you wanted changes made in the way your credit 
union operates or in the kind of services it gives, 
do you feel you could get them made? 


Yes No 





The responses were: 


(a) no answer - 37, 2.8 per cent. 
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(D)isenes “ime (O00 ato aeeer scent 
Car aie m 445.1/33.8.perm cent 
(d) don't know - 126, 9.6 per cent 


(e) maybe, 
doubt it - 8, 0 per cent 


Although this question does not deal directly with democratic 
participation in decision making, it does ask credit union members 
whether they feel or think they could make wanted changes or in other 
words take part in the decision making process. The majority of those 
members responding feel they can make changes. Although there are no 
comparative figures for other kinds of social organizations, one 
wonders whether the proportion feeling changes were possible in national 
Or provincial government would be as high or even as high in a centralized 
credits union. 

iiempLressuremtor Credit Uno TatiOndlizacione a mone complex, 
integrated credit union organization with a geographically distant 
central office might be just as controllable as present credit union 
structures. No matter how well it was structured the extended 
communication lines would increase the time for effective local response. 
Part of the reason for this increased time Wags thesncedetomcalculate 
the cost of proposed changes. The changes could still be made and 
probably be made more effectively, but would the feeling of the ability 
to make changes. still be as high? The feeling of the ability to 
make change is no criteria of the ability to make changes. However if 
people feel they can make changes, they will at least try to make 


changes. On the other hand, if they feel they cannot make changes, they 


probably won't try. 
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The proposed changes in credit union structure and functions are 
raising questions about the ideological or philosophical principles of 
co-operation. Basically the rationalization deals with the question of 
whether credit unions should develop in the same way as the financial 
institutions they attempted to replace or should they continue to follow 
Che1T own inevale development, patterns?) This conflict results» from the 
struggle to gain control of resources and to handle the conflict of 
relative position in relation to banks. If some form of integration 
occurs, philosophical principles will have to be adapted to justify or 


rationalize the new structure and functions. 
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FOOTNOTES 


1 
Talcott Parsons, The Social System, (New York, The Free Press of 
GTENCOe a9 01 )c, Ppa 4625.49.5. 


2 
A brief description of the formation of The Co- operative College 
Residences (Saskatchewan) Limited in July, 1966 is contained in The 


ZOLMBATIIUa t Report of the saskatchewan Co-operative Credit Society 
paskatoon, March 27301967, 4Pp.%5% 


6) 2 
Karl Mannheim, Ideology and Utopia, (New York, Harcourt, Brace § 
Cciweeid.6Ve Ste DOCKS 19.56). 2PeeA(. 


epereerers Report Credit Union League of Saskatchewan, Saskatoon, 
March 4-5, 1964, Pp. 16-17. 


gp oiectcre Report 1964, Regina, Ibid., Pp. 24-26. 


pomrecror: REpOrt 1960,. >dskaloon, = Did ee pue22 725. 


Uae ts Repone 190Gpsoaskatcons (ibid i yeRe s2o. 


orem thesPresentations ofpLeapgue? eCredi Chsociety. CO-Operative 
dvust G Department of Co-operation and Minutes of the 1966 Credit Union 
Beagucs istrict, Meetings. 


oN Ree of the Planning Committee Meeting of the Credit Union 
League of Saskatchewan held June 11, 1966, P. 1. 


Senn es of the Regular Meeting of the Board of Directors of the 


Credit Union League of Saskatchewan held in the Co-op Block Board Room, 
Redinas Juné,24, 255 «19665 6Pp. 4.65% 





rade S. Ross & Partners, The Future Role and Organization of the 


Credit Union League of Saskatchewan and the Saskatchewan Co-operative 


Credit Society: Findings and Recommendations, (Winnipeg, 1967). 


12 Report by the Joint Committee of the Credit Society and Credit 
Union League on the P.S. Ross Recommendations, March 8, 1968. 


13, nnual Meeting Proceedings Credit Union League of Saskatchewan, 
Regina, April 1, 1968, Pp. 11, 12, 24- 242268 
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14 ; : : Be : : 
DATA from interviews is taken from the original interview forms 


as well as the summaries developed by the writer from the original 
data at the time of the interviews in June, 1968. 


15 as 
Minutes of the Joint Board of Directors of the Saskatchewan Co- 
operative Credit Society and the Credit Union League of Saskatchewan, 
May 25, 1968, Holiday Inn, Regina, Saskatchewan. 


[oe : 
Minutes of the Joint Board of Directors of the Saskatchewan 
Co-operative Credit Society and the Credit Union League of Saskatchewan, 
May 25, 1968, Holiday Inn, Regina, Saskatchewan. 


Merger of the Credit Union League of Saskatchewan and The 


Saskatchewan Co-operative Credit Society, Undated pamphlet. 


8 ; : : 

From notes taken by the writer on the discussions, proposals, 
suggestions pertaining to both merger and centralization at the 12 
credit union district meetings, Saskatchewan, October 15 to 30, 1968. 


is) 


Report to the Annual Meeting Re: A Centralized Credit Union, 
saskatoon, March sis April 1; 1969. 


WY case Meeting Proceedings 31st Annual Meeting Credit Union 


League of Saskatchewan, Saskatoon, April 1, 1969, Pp. 27, 28. 


eeibL dye Po. o-112. AND “observation  oLithemwriten. 


ered Union “Alert, No.e55 5) neeZ 000 yD atagroratnasmrcrois: 
to credit unions was gathered by the writer and Glen Mellis, of The 
Credit Union Research Council. 


23 orm Bromberger, Professor Fred Anderson's Address for the Credit 


Union Meetings on Liquidity, Moose Jaw: June 18, 1969, Saskatoon: 
June 19, 1969, (Regina, Credit Union Research Council, July 31, 1969). 
It also includes introductory comments and summaries of the meetings. 


ere Union Alert Nome29 May sole e193. 


2° For more details on method including pre-test and interview 
training procedures see Norman A. Bromberger, Saskatchewan Credit 
Union Member Survey, (Regina, Credit Union Research Council for The 
Saskatchewan Co-operative Credit Society, Dec., DODO) pa Ghiap.geL Le, 
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oNeonen Ae bromper ger, Sherwood Credit Union Member Survey, 
(Regina, Credit Union Research Council for Sherwood Credit Union, 
OC tres 007) Been oe 


FA bio A : : 4 
This) data obtained from the notes of and in conversation with 


Mr. Dave Hawkes, the interviewer in this situation. 
8 : 
Numerical data was taken from the raw frequency tabulations. 


Soeeicer Johnson § Norm Bromberger, Confederation, (Regina, 
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CHAPTER VII 


CONCLUS IONS 


This case study has emphasized the role of conflict over the 
control of resources and/or positions in the development of credit 
unions in Saskatchewan. The conflict-process model which was used as 
a control for presenting data pointed out an unanticipated, though now 
rather obvious conclusion. Through direct participation, the writer 
had been aware of the differences of opinion among credit union rep- 
resentatives arising out of the centralization proposal, Yet the 
Significance of these differences of opinion for the future development 
Of credit unions, did-not become clear .ntil. the, study neared completion. 
It became increasingly obvious that external conflict relations were 
forcing adjustments on the credit unions which made internal conflicts 
more significant. 

In simplified form this internal conflict is the inherent contra- 
diction between organizational rationality, specialization and co- 
ordination versus the ideological emphasis on member participation, con- 
trol, and localsautonomy ss These) contradictionsybesan tosdevelopmeanlyain 
credit union history but now have become the parameters within which 
decisions about the future development of credit unions must be made. 

It is not an exaggeration to suggest that the solution of this dilemma, 
whatever form it may take, is the major problem facing credit union 


representatives in the 1970's. 
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1. THE DEVELOPMENT DILEMMA 

Before beginning a brief discussion of relevant organizational 
theory, the characteristics of the dilemma will be re-stated. Credit 
unions in Saskatchewan originated at a time when credit, sources of 
credit and "banking" services were drying up or moving out. As a result 
their development in Saskatchewan was comparatively unique. Services 
were developed mainly to meet the needs of people in smaller farm 
communities. Initially, they emphasized their role as credit grantors. 
At the same time in response to genuine need, they began offering 
"banking" services to their members. Under these conditions, rapid 
growth was assured. 

As economic conditions began to improve, other financial inter- 
mediaries came back into the Saskatchewan market. The vacuum in which 
credit union growth occurred no longer existed for competition 
became an environmental fact. In the early 1960's banks moved into the 
consumer lending field once virtually a credit union monopoly in the 
province. Due to changing economic conditions competition over savings 
aesO anitensitied. 

Two factors require reiteration since they have become increasingly 
Stoniticant. hey are discemivle in early development, pattems ag irs l. 
credit unions in response to member needs developed an orientation to 
service. Second, their success was closely related to their local 
nature where the member could participate directly and exercise some 
control. All the savings came from local people and loans, too, were 
made to local people. Services were, in other words, formed to meet 


local needs. The early emphasis on service led to a growing need for 
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occupational specialization and skilled staff to fill these positions. 
Although management and staff could and did create organizational 
problems from time to time, generally, by the very nature of the services 
offered, they were seen as problem solvers in a local setting. The 
dilemma of organizational efficiency versus program effectiveness is 

a Paresorocredit union history. 

As competition intensified, representatives of credit unions 
proposed a variety of structural changes to meet the problem. The 
merger of two credit union central organizations was a means to 
strengthen the emphasis on specialization, professionalization and co- 
ordination. Centralization would have carried this rationalization 
PreoeesseeVen Turiner except that wit came Intozsharp contradiction with 
democratic ideology. 

Credit unions, because of their relative size must follow if not 
execeuscme practices OL thelr Competitors Sincestheysdo NOt anavestne 
economic power to set the rules or the Competition. hes banks, specause 
Of their relative and absolute share of the market as well as their 
legal connections to the monetary system can and frequently do take 
tie fead in setting financial intermediary practi Ces, ss: Olmilisercason 
credit unions, in order to reduce costs and maximize income, require 
greater operational coordination: to make use of technological advances 
such as computor accounting, to set standardized competitive rates, to 
make use of economies of scale, etc. In the process they could lose 
one relative advantage, namely responsiveness arising from local 
autonomy and control. Partly, the dilemma arises because some of 


the external conflict is becoming institutionalized competition which 
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forces credit unions to adopt rational business practice to meet this 
competition. Credit unions, it seems, can no longer afford the former 
advantage of being different but must instead attempt tosbe. better at 


doing the same thing. 


2. THE DILEMMA AND ORGANIZATIONAL THEORY 
Selznick, in one short paragraph summarizes the dilemma as it is 
Statedyim, the preceding. analysis. 
'In venturing this interpretation, we are pointing 
to some of the significant problems which must be 
faced when the attempt is made to combine democracy 
and planning. For planning implies large-scale 
intervention and the extended use of organizational 
inst rumentse es Liisuchaconceptsslass i democracyl's are 
to be more than honorific symbols which mobilize 
Opiniones ta smessentvad sto, make, explacit, forces 
which will operate to qualify and perhaps transform 
the demo cratic process, ‘sl 
Credit unions have no single organization which has either the 
authority or influence to make or coordinate an overall plan of 
development. Even if a plan were developed, the officials of any credit 
union can veto such a plan by following their own course of action. 
Centralization or any similar form of vertical integration would make 
rational planning and development possible but at the same time raise 
the problem of adminsitrative domination. 
There is no obvious or simple solution to this dilemma. Emphasis 
on organizational rationality, efficiency and integration through a 
mechanism such as centralization will lead to a significant reduction in 


participation and control. A continued emphasis on local autonomy can 


lead to equally undesirable results. If present trends in credit union 


= BMI > 4 
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amalgamation continue and there is no reason to suggest they won't, 

the result will probably be five or six unplanned, largely uncoordinated, 
regional credit unions. It would be small scale centralization without 

the added advantage of provincial unity in the face of external competition. 
Deliberate, planned change involving greater integration seems to be a 
necessary condition of survival. 

Without offering a solution, it is possible to point out sources of 
tension which are part of the environment in which change can occur and 
which would have to be taken into account in planned change. Selznick 
suggests three: 


(ajee fdeology tis notljust) asetmof belli efssbut" frequent ly 
expresses other needs of those participating. 


(b) There is an area of ambiguity between local and 
central power for those who can mobilize resources 
can shape the role and character of the governing 
instruments. 
(c) Democratic participation and control is constantly 
converted or broken down into adminsitrative 
involvement. 2 
Earlier the emphasis on democratic participation and local autonomy 
was described as having an'ideological basis .' ‘These beliefs’ are, in 
some sense, rationalizations helping to maintain present conditions. 
Selznick suggests that ideology can also serve the special needs of 
individuals and sub-groups. From this perspective, some of the opposition 
to operational integration can be viewed as arising out of self-interest. 
There is every likelihood that elected officials and management from some 
of the credit unions are concerned about their roles in a centralized 


credit union organization. There can be little doubt that the sub- 


stantial power of local groups would be considerably reduced in a= larger, 
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integrated organization. Yet local power can be used to siape tire 

role and character of the central governing body as well as that of the 
administrative structure. Local power and self-interest can, thus, 

not be dismissed as empty efforts to conserve present conditions. It 
can, in fact, be part of the dynamic process of increasing central power 
while at the same time acting as a check on it. On the other hand, an 
excessive emphasis on local power will deny to the central organization 
the power and resources to plan and carry out further development. If 
credit unions are to avoid continued domination by local groups or 
domination by central power in an integrated organization, they will 
have to devise a means of balancing the power of both groups. 

Selznick's last point deals with the concept of cooptation which 
meeaetimes: as: &/the=process=of absorbing new*elements into the 
leadership or policy-determining structure of an organization as a 
means of averting threats to its stability or existence."” This process 
has frequently been used by organizational leaders to silence critics for 
there is no better way to make them ineffective than by deeply involving 
fem in“the™intri cacies “and? complexrties “of the administrative structure. 
Tovsome "extent itis a necessary “process “since stability 1s essential to 
organizational planning and development. It is probably an easier process 
to carry out in larger organizations since there are more potential 
advisory and administrative positions to fill. Nevertheless potential 
sources of criticism must also be retained or stability may turn into 
sli ge eta of: hy 

The three sources of tension occur in any democratic organization. 


They are as real in present credit union structures as they would be in 
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a more integrated one. The difference, whether Dyeces ongoreaccident,, 

is that mechanisms are available to handle them in the present situation. 
The autonomy of each credit union is a realistic check on the power of the 
larger ones. Any decision ostensibly made to bind the whole group to a 
particular course of action can be nullified by independent action. Yet 

it seems essential for credit union representatives to develop methods to 
deal with these sources of tension while working toward more organizational 
rationality and retaining enough local autonomy and control to retain the 


presenuscnaracteristics, Ob credit unions. 


3% CONCEPTUAL AND METHODOLOGICAL REFINEMENTS 

Although the conflict-process perspective used in this study has 
dealt with ideolocical conflicts, this is obviously one. area whach 
Tequiteseturticr fetinement...— le perspective las evgnored value scontlacis. 
The position that ideology is a rationalization or justification of 
existing situations or structures is reasonably satisfactory. Values, 
customs and traditions which embody particular rationalizations fit 
into the concept of ideology, however ideology must be re-defined to 
become more inclusive - as a rationalization or justification system. 
Once this is done values can readily be included in:such a system. This 
can be done by adding two additional statements to the series of five 
statements describing the properties of conflict relations. They would 


take the following form: 


Statement 3A Parties attaining relative control of positions 
or resources develop values which legitimate 
Chere COnuLOle 
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Statement 3B Values together with historical traditions 
form rationalization systems through which 
relative position or control of resources 
can be maintained. 

Conflict over values in such a framework would be an attempt to 
change the rationalization system which justifies a particular allocation 
System. lCsisetheretore stilisdirectly related to the conflict over 
the control of positions and/or resources. 

In a comparative study of conflict relations it would be necessary 
to operationally define concepts such as resources or positions. 
Resources could be operationally defined to include organizational 
inputs which are functionally necessary to achieve organizational 
Duspoeses Or ends. “With this more specific definition many of the 
resources could be~measured in conventional economic units such as 
monetary value, number or size of sub-units, etc. Position would be 
FessuiiciLcule to conceptualize and measure simce 1t couldsbe measured 
inecelative scalar terms. Thus tn production organizationsecicesize 
of market would be one way to establish relative position. The point is 


that all concepts would have to be more rigidly specified so that 


comparisons could be made between the units under study. 


4, FURTHER RESEARCH 

This study has been an attempt to stress the need for examining 
both internal and external conflict relations in complex organizations. 
It is intended as a very modest beginning for further research in this 
kind of perspective. Three potential areas for further research seem 


to be suggested as a result of this study. 
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The first and most obvious need is to carry out comparative 
Studies using the conflict-process perspective. This kind of study 
would help to further develop the theory, concepts and methods out- 
lined in this study. Included is the need to deal more extensively with 
conflicts over values and with methods to measure variables. A com- 
parative study would beyond doubt raise problems and facts not even 
anticipated in this study. 

The second area of further study and research is to work toward 
an effective synthesis of the conflict-consensus perspectives. As 
(Nese perspectives are used in this study, they tend to suggest polar 
rather than complementary relationships between the perspectives. It 
seems obvious that without concensus or cohesion to hold an organization 
covether there would be no possibility of Socral conflict. 

nemiast area. (Or .Urtner.scudy, teSsults) from the writer! sinter= 
pretation of the key assumptions underlying the two perspectives. As 
has been.suggested earlier, order seems to be a necessary condition of 
social organization. Without social order it is hardly possible to 
imagine any kind of social organization. There would be no response and 
interaction predictability and each step of even the simplest group task 
would be totally unpredictable and hence unattainable. 

It seems almost redundant to suggest that order is necessary to 
social organization yet it is an implicit assumption underlying most 
theories of social organization. In the consensus perpsective order is 
assumed to be achieved through value concensus and in the conflict 
perspective it is achieved through dominance relationships. Yet neither 
theory explicitly states this fundamental assumption of order as 


necessary to social organization. 
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There is no attempt to deny the validity of other social 
organization theories but the concensus and the conflict perspective 
respectively point out the need for stability and change in a social 
organization. Welheathirdvareacof further study »should®be/ directed 
toward establishing both eh a and empirical relationships 
Between, order, stability and change. 

From the perspective adopted in this study further research must 
deal with complex relations in social organizations. Three possible 
directions for such research have been suggested. Further research 
following any of these general research proposals would beyond doubt 


clarify the perspective and in turn suggest further research problems. 
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